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MONDAY, MARCH 22, 1954 


Unitep States SENATE, 
SUBCOMMITTEE No. 4 ON WATER TRANSPORTATION OF THE 
ComMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 2:35 p. m., pursuant to call, in room 
G-—16 of the Capitol, Senator John Marshall Butler presiding. 

Present: Senator Butler (chairman of the subcommittee). 

Also present: Bertram O. Wissman, chief clerk; Donald D. Webster, 
subcommittee counsel; and A. J. Bourbon, subcommittee staff member. 

Senator Buriter (chairman of the subcommittee). The subcom- 
mittee will come to order. 

Today’s hearing is on S. 2814, which would amend section 4153 of 
the Revised Statutes, as amended. It is a highly technical bill which 
would establish new regulations for determining gross and net tonnage 
of vessels through deductions of engineroom space. While immedi- 
ately aimed at a more equitable system of levying port charges, tolls, 
and other fees and taxes, its long-range purpose is to eliminate restric- 
tions on freedom of ship design in the present regulations, in the 
interest of improved seaworthiness and safety. 

Without objection, the bill will be made a part of the record at this 
point. 

(The bill, S. 2814, is as follows:) 


[S. 2814, 83d Cong., 2d sess.] 


A BILL To amend section 4153 of the Revised Statutes, as amended, and for other purposes 
Be it enacted by the Senate and House of Repre sentatives of the United States of 
{merica in Congress assembled, That subdivision (f) of section 4153 of the Revised 


=—-- 


Statutes, as amended (U. 8. C., 1946 edition, title 46, sec. 77 (f)), is further 
amended to read as follows: 

f) In the case of a vessel which is screw propelled in whole or in part, the 
following deduction shall be made for the space occupied by the propelling 
machinery: 

1) Thirty-two thirteenths times the tonnage of the propelling-machinery 
space, if the tonnage of that space is not more than 13 per centum of the gross 
tonnage of the vessel and if that space is reasonable in extent: Provided, however, 
That, in lieu thereof, the deduction shall be one and three-fourths times the tonnage 
of the propelling-machinery space, in the case of a vessel the construction of which 
was commenced on or before the date of enactment of this Act, if the owner so 
elects; 

2) Thirty-two per centum of the gross tonnage of the vessel, if the tonnage of 
the propelling-machinery space is more than 13 per centum and less than 20 per 
centum of the gross tonnage of the vessel; or 

‘(3) Thirty-two per centum of the gross tonnage of the vessel or one and three- 
fourths times the tonnage of the propelling-machinery space, whichever the owner 
of the vessel elects, if the tonnage of that space is 20 per centum or more of the 
gross tonnage of the vessel.”’ 
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Senator BuTLe} I think at this point it would be well to introduce 


he letter of Acting Secretary of Treasury H. Chapman Rose, 
dated January 11, 1954, in which he submitted the Department’s 
proposed dratt oi this bill for introduction in the Senate; and 

‘he letter of Secretary of Commerce Sinclair Weeks, dated February 


26, 1954, in support oi the proposals In part this letter states: 


BV an exe e col atior nder date of January 11, 1954, to the Presi- 
a Secreta f the reasury proposed this legislation as an 
i a 1 1 asu ent a eptapie on Al lter- 
\\ advised by the Bureau of the Budget that vould interpose no 
( ( ( oO ( oO ( 
he letters referred to are as follows 
CRI Y DEPARTMENT, 
i } jton, Jar y 11, 19 
HE S ' 
‘ 1 pre ‘ umend tion 4153 of 
S i 1 I ( Urpe 
| rpose of the dratt bi y amend the admeasurement laws to authorize 
‘ 1 f ! ize for prope g machinery space on 
atively small er eroo ting law, bv restricting sharply 
propelling ma er) pace « vessels having relatively small 
us Opposed to that a ed in the ease of vessels th larger engine- 
nenalize efficient de of enginerooms and to restrict freedom of 
, oO increased seaworthine ind safet Che draft bill is designed to 
’ ed ent 
' s enclosed a memoral } ts forth in more detail the provisions 
proposed legislatior { ild be appreciated if you would lay the proposed 
idl , 9 9 1 fore Senate \ similar proposed 
} ‘ 1 e Speake f the House of Representative 
| Depa ( is be e Bureau of the Budget that there is no 
Ver 1 l 
H. CHapmay Rost 
icling Se tary of t Treasury. 
MEMORANDUM ACCOMPANYING A Drartr Bint Entitiep “To AMEND SECTION 
1153 or THE REVISED STATI 4s AMENDED, AND FOR OTHER PURPOSES” 


For some time it has bee the view of the Treas ry Departn ent and other 
; rreat need for a revision of 


interested agencies of this Government that there is g 


our present svstem of determining the gross and net tonnages of vessels, since 


to restrict freedom of design iea ling to increased seca- 
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worthiness and safety To devise a new system which will be simple, easily 
administered, and will not restrict freedom of design, and vet which will be ac- 
ceptable to the principal maritime nations of the world, will require considerable 
time and study 


One of the troublesome matters in the e: 


sisting system of admeasurement at 
the present time is the basis upon which the deduction for propelling machinery 
letermined in computing net tonnage The maximum deduction of 3% percent 


of the gross tonnage is allowable only if the tonnage 


Is ¢ 


z f the propelling machinery 
space, ihcluding light and airspace, is more than 13 percent of the gross tonnage of 
a screw-propelled vessel or more than 20 percent of the gross tonnage of a vessel 
propelled by paddle wheels. In any case in which the tonnage of that space is 
not more than 13 percent of the gross tonnage of a screw-propelled vessel the 


allowance for propelling machinery space is only 134 times the tonnage of that 


space, while if the tonnage of that space is not more than 20 percent of the gross 


tonnage of a vessel propelled by paddle wheels, the allowance is only 1'4 times 


l 





the tonnage of that space. The result has been to penalize efficient design of 
enginerooms in the latter cases 

Notwithstanding the fact that our ultimate goal is a new and better system of 
admeasurement acceptable to all maritime nations, it is the view of the Treasury 
Department that, as an interim measure pending attainment of that goal, action 
should be taken to alleviate the present situation 

lhe proposed bill is designed to accomplish that purpose by liberalizing the 
allowance for propelling machinery spaces in the latter cases, while allowing the 
owner of a vessel, the construction of which was begun on or before the date of 





enactment of the bill and thus presumably designed to take maximum advantage 
of the present formula, to determine for himself whether that allowance is to be 
computed under the present system or the new 

It is understood that consideration is being given to similar action by the Gov- 
ernment of Great Britain. It is contemplated that the other principal maritime 
nations will follow suit. 


THE SECRETARY OF COMMERCE, 
Washington 25, D. C., February 26, 1954. 
Hon. Jonn W. BrIcKER, 

Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C 

Dear Mr. CuHatRMAN: This letter is in reply to your request of January 26, 
1954, for the views of this Department with respect to 5. 28i4, a bill to amend 
section 4153 of the Revised Statutes, as amended, and for other purposes 

The bill would amend section 4153 of the Revised Statutes relating to the deduc- 
tion of engineroom space in connection with admeasurement of merchant vessels 

The Department favors the enactment of this legislation 

Under existing practice a premium is placed on so designing a vessel that the 
engineroom space will exceed 13 percent of its gross tonnage. When this is ob- 
tained, a maximum deduction of 32 percent of the gross tonnage is permitted for 
purposes of port charges, tolls, and various other fees and taxes. Vessels which 
fail to qualify under this more than 13 percent ruling are admeasured on a less 
favorable basis as far as fees, tolls, and other charges are concerned. As an illus- 
tration of the present rules, it may be noted that the engineroom space of a Cl M 
AV1 vessel is 13.1 percent of the ship’s gross tonnage of 3,805.18 tons. Therefore, 
in admeasuring this type ship, a 82 percent deduction is made equivalent to 
1,217.66 gross tons for the engineroom space. If, however, instead of 13.1 percent 
applying, the engineroom space of a Cl-M—AV1 vessel is made equivalent to 13 
percent, the deduction would then be on a basis of 144 times the tonnage of that 
space. This would result in a comparable deduction of 872.34 gross tons, so that 
various taxes and port charges could be levied on an additional 345 net tons. 

Under the proposed new system of admeasuring, the deductions permitted in 
the event the engineroom space does not exceed 13 percent of the gross tonnage of 
the vessel would be on a basis of thirty-two-thirteerths times the tonnage of the 
propelling machinery space. In effect, this provides that vessels having less 
than 13 percent of their space devoted to propelling machinery receive a deduction 
proportionate to that made for vessels having just over 13 percent of their tonnage 
as used. This liberalizes the deductions allowed and encourages the design of more 


compact enginerooms 

Vessels. the construction of which was commenced on or before the enactment 
of the bill, would not be affected, unless the owner requests readmeasurement 
under the new rules 
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By an executive communication under date of January 11, 1954, to the 
President of the Senate, the Secretary of the Treasury proposed this legislation as 
an interim measure to alleviate the current difficulties pending actions necessary 
to attain a system of admeasurement acceptable on an international basis. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report to the committee. 

If we can be of further assistance in this matter, please call on us. 

Sincerely yours 
, SrncLainR WEEKs, Secretary of Commerce. 

Senator Butter. Is there anyone appearing in opposition to this 
bill? 
The Chair hears no response to that request. 
Are there any appearing in favor of this legislation? 
Mr. Gulick, have you a prepared statement? 


STATEMENT OF JAMES W. GULICK, CHIEF, DIVISION OF MARITIME 
ADMINISTRATION, BUREAU OF CUSTOMS 


Mr. Guticx. Yes, sir; I have a brief statement. 

From ancient times, merchant vessels engaged in the foreign trade 
have been subject to certain port charges based upon tonnage. The 
exactions are customarily levied on behalf of the national authority 
having jurisdiction over the port and, in addition, by commercial 
interests for wharfage and other services. 

Each maritime nation has its own system of admeasurement rules 
which are intended to determine the measure of a vessel’s revenue- 
earning capacity. 

Under the United States rules, some spaces, called exemptions, are 
not included in tonnage since they are not available under any cir- 
cumstances for revenue purposes, at least under technical admeasure- 
ment theory. Typical examples are water ballast; sheltered spaces 
open to the weather, such as an open shelter deck or open deck 
structure; and certain other spaces, such as companions, galley, 
wheelhouse, and water closets. 

The volume of all other spaces within the vessel’s hull and super- 
structures in tons of 100 cubic feet is computed on the basis of a 
somewhat complicated procedure based upon a mathematical rule for 
ascertaining the volume of solids having curved sides. ‘The result is 
known as gross tonnage. From that overall sum there is deducted 
the volume of certain spaces which are susceptible of earning revenue 
but which in fact are not so used. The remainder is designated as 
the vessel’s net or register tonnage. 

One of the principal deductions from gross tonnage is an allowance 
representing the space occupied by the vessel’s propelling machinery, 
plus an increment for certain fuel storage spaces. A propeller-driven 
vessel whose engineroom spaces amount to 13 percent or less of its 
gross tonnage receives a propelling-power allowance of 175 percent 
of the actual engineroom space. However, if the engineroom spaces 
amount to over 13 percent but less than 20 percent of the vessel’s 
gross, an allowance of 32 percent of the vessel’s gross tonnage gen- 
erally much more favorable, is granted. If the engineroom spaces 
amount to 20 percent or more of its gross tonnage, the owner is allowed 
to choose between 175 percent of the actual space or 32 percent of the 
gross. The pattern is similar for paddle wheels. 


5 
f 
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Upon a comparison of the figures, it is seen that a screw-propelled 
vessel whose engineroom does not exceed 13 percent of its gross may 
attain a maximum propelling-power allowance of only 22.75 percent 
of the gross tonnage; whereas, if the engineroom space slightly ex- 
ceeded 13 pe roent of the gross tonnage, it would be entitled to an 
allowance of 32 percent of that tonnage. 

The natural result has been to build an engineroom of sufficient size 
to warrant the larger deduction. This influence upon the design of 
vessels was accentuated by a provision in the admeasurement rules 
permitting a vessel whose engineroom was not sufficient to go over the 
13 percent line to add to the engineroom (and also the vessel’s eTOss 
tonnage) as much space occupied by engineroom ventilating shafts 
above the upper deck as might be necessary to increase the ratio of 
the engineroom tonnage to the vessel’s gross so as to attain the 32 
percent allowance. 

However, the functional design of modern powerplants requires an 
ever-decreasing amount of space within the hull. This decreases the 
ratio of propelling machinery space to gross tonnage so that it is 
difficult if not impossible in many cases to take advantage of that 
design without materially increasing net tonnage or compromising 
efficient hull construction. 

In the case of tankers constructed recently it has been necessary to 
build up the superstructure over the propelling machinery in order 
to gain the needed space. These higher superstructures result in 
increased costs, weight, and wind resistance, and serve little, if any, 
purpose other than to permit allowance of a more favorable deduction. 

In order to shorten the gap between the 175 percent allowance for 
a vessel whose propelling machinery space equals 13 percent of gross 
tonnage and the more favorable allowance of 32 percent for a vessel 
just over 13 percent, the Treasury Department proposes a sliding 
scale offering a proportionate allowance of twelve-thirteenths of 32 
percent, eleven-thirteenths of 32 percent, and so forth. The net 
effect is an increase from 175 percent to 246 percent for enginerooms 
under 13 percent. An increase following the same theory of propor- 
tions would be allowed in the case of a paddle-wheel vessel, even 
though the number of such craft is small and appear to be steadily 
giving way to screw-propelled vessels designed for shallow-draft 
operations. 

lt is recognized that this is not a complete solution to the problem. 
However, it is about as far as we can go without radical changes in the 
tonnage rules which would raise serious problems of acceptance of 
United States tonnage in foreign ports. The general problem of 
admeasurement, therefore, is one that should receive international 
consideration by an appropriate agency, such as the United Nations. 
However, in the meantime it was felt both by the British and repre- 
sentative interests in this country that the present proposal should not 
be delayed in view of its effect upon safety and construction costs. 
It was discussed thoroughly and endorsed by a technical committee 
of experts representing both the Government and the shipping 
industry following the receipt of the suggestion from the British in 
1952. A bill proposing the same change in the British admeasurement 
rules is now pending before the British Parliament and that Govern- 
ment has indicated informally the desirability of uniform practices 
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on the part of both Governments. It is reasonable to anticipate that 
other principal maritime nations will follow suit. The Treasury 
Department is pleased to recommend favorable consideration of 
S. 2814. 

Senator Burier. I would suggest that any others who are appear- 
ing in favor of the legislation, if any such there are, who have prepared 
written statements, introduce them into the record and we can at 
that point close the record. 

Are there any other statements or anyone else appearing in favor 
of this legislation? 

Mr. Dewey, have vou a statement? 

Mr. Ratew B. Dewey (Washington representative, Pacific Ameri- 
can Steamship Association). Yes, sir; I have a letter addressed to 
you, Senator, which I would like to have made a part of the record. 

Senator Butter. Good. That will be made a part of the record. 

The letter referred to is as follows:) 

Paciric AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D. C., March 22, 1954. 


I 
bo 
F 


ureau of Customs: Admeasurement of Vessels 
Senator JoHn M. BuTLER, 
Chairman, Subcommittee on Water Transportation, 
Interstate and Foreiqn Commerce Committee. 
United States Senate. 


Dear Mr. CHatrMAN: The technical committee and the board of directors 
of the Pacific American Steamship Association have given considerable thought 
to the provisions of 5. 2814 and find that they would benefit the American ship 
operator in several ways. We, therefore, support the measure and urge its adop- 


In the first place, it would allow for more flexibility in future vessel design by 
permitting ships to be built with smaller engine rooms, but without sacrificing 
the size of deductions from gross tonnage to do it. The size of deductions from 
gross tonnage is important to the vessel owners in that the larger the deduction, 
the lower is the resultant net tonnage. The vessel’s net tonnage is the basis 
upon which most tonnage, taxes, port fees, ete., are levied.) Under present 
laws, the maximum deduction (32 percent) from gross tonnage can only be taken 
if an engineroom occupies 13 percent or more of the gross tonnage of the vessel. 
If it occupies less than 13 percent, the maximum deduction is about 21 percent. 
The natural tendency of ship designers is to “‘blow up” the engineroom to oceupy 
13 percent of the gross to achieve the maximum deduction, even if the propulsion 
machinery installation doesn’t warrant the use of so much space. 

Here is an example of how this works \ vessel constructed according to cur- 
rent regulations whose machinery space is less than 13 percent, let’s say 12 percent, 
ean deduct 134 of the size of the engineroom space from gross tonnage, which 
would come to approximately 21 percent of the gross tonnage. Under the pro- 
posed changes in the regulations, however, vessels whose machinery space occupies 
12 percent of the gross tonnage could deduct thirty-two thirteenths of 12 percent, 
which is 29.5 percent It can readily be seen that under the proposed legislation 
a vessel whose machinery space is less than 13 percent of the total would benefit 
from its application. In other words, under the present regulations, a reduction 
of 1 percent in the space occupied by the engineroom would make it necessary to 
reduce the machinery space deduction 11 percent (from 32 to 21 percent), whereas, 
under the proposed regulation (f) (1) a reduction in the machinery space of 1 per- 
cent (i. e. from 13 to 12 percent) would necessitate a reduction of the deduction of 
only 2.5 percent (from 32 to 29% percent) instead of the 11 percent now made. 

During the course of discussions with technical personnel in our member lines 
on this matter, it was noted that in several types of ships currently in use, it was 
a problem to design machinery space large enough to amount to 13 percent of 
the gross tonnage in order to take maximum advantage of the deductions offered. 
It has always occurred to us that it is wasteful of revenue-producing cargo space 
to “blow up”’ the machinery space. 
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As far as we can determine, the application of the proposed changes in the ad- 
measurement rules would not interfere with the access to enginerooms for repairs, 
and would not interfere with the living and working conditions in the enginerooms, 

This legislation only applies to new construction, and gives the future builder 
the option of applying the new formula or continuing with the old 32 percent 
deductio 

[It would be appreciated if this letter could be made a part of the printed record 
on this bill 

Very truly yours, 
Rautepu B. Dewey, Washington Representative 


Senator Burter. Mr. Phillips, have you a statement? 

Mr. Epwarp Puiuures (American Merchant Marine Institute, 
Inc.). You have our letter there, I believe, Senator. 

senator Bi TLER., Good. That will be made a part of the record 

The letter referred to is as follows:) 


AMERICAN MERCHANT MARINE INstiTUTE, INc., 
Washington, D. C., March 18, 1954. 
Hon. JoHn M SUTLER, 
Chairman, Subcommittee on Wate Transportation, 
Committee on Interstate and Foreign Commerce, 


United States Senate, Washington, oe 


DraR SENATOR BurLteR: The American Merchant Marine Institute, an associa- 
tion representing the owners of a substantial majority of the American-flag 
merchant marine, wishes to support 8. 2814. This is noncontroversial legislation 
introduced at the reqyest of the Bureau of Customs, Department of Commerce, 
following a series of joint Government-industry meetings held in 1952 in which 
all interested segments of the Government and industry participated 
The purpose of the bill is to remove a technical barrier in existing admeasure- 
ment laws which has served to penalize the efficient design of enginerooms. It 
is understood that similar adjustments are being made in the admeasurement 
laws of other maritime nations, and that S. 2814 is in harmony therewith. 

Sincerely yours, 
Francis T. GREENE, 
Executive Vice Preside nt. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
‘ Washington dD. ¢ c Varch 96, 1954. 
Hon. Joun W sRICKER, 
Chairman. Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHarRMAN: Your request for comment on the bill, S. 2814, to 
amend section 4153 of the Revised Statutes, as amended, and for other purposes, 
has been assigned to this Department by the Secretary of Defense for the prepa- 
ration of a report thereon expressing the views of the Department of Detense. 

The purpose of this measure is to amend that portion of section 4153 of the 
Revised Statutes which prescribes the manner of making a deduction for the 
space occupied by the propelling machinery, in computing the register tonnage of 
a ship 

The present admeasurement law was drafted for requirements of an earlier age. 
Modern trends it. naval architecture and marine engineering have rendered it 
obsolete An especially unfortunate feature of the present law is that its operation 
encourages excessively large machinery spaces 

This Department is vitally interested in efficient merchant ship design, since 
mobilization plans must be premised on utilization and conversion of merchant 


types If efficiency in machinery space utilization can be improved, more room 
will be available for cargo, troops, ammunition, and stores. It is considered that 
S. 2814, if enacted, would promote efficiency in this field. 

In view of the foregoing, the Department of the Navy, on behalf of the Depart- 


ment of Defense, favors the enactment of S. 2814 
This report has’ been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense 
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Department of the Navy has been advised by the Bureau of the Budget 
ere 18S » Of tion to the submission of this report on S. 2814 to the 
sincere urs 


Ira H. Nouwn, 
ldmiral, United States Navy, 
a age Advocate General of the Navy 
For the Secretary of the Navy). 


Senator Burter. Is there anybody else appearing in favor of this 
legislation? 

If not, the hearing is closed. 

Thank you for coming, gentlemen. 

(Whereupon, at 2:45 p. m., the hearing was adjourned.) 





AMENDMENTS TO SHIP MORTGAGE AOT 


THURSDAY, APRIL 8, 1954 


Unirep Srares SENATE, 
SUBCOMMITTEE No. 4 CN 
Water TRANSPORTATION OF THE, 
CoMMITTEE ON INTERSTATE AND ForREIGN COMMERCE. 
Washington, ee. ty. 

The subcommittee met at 2:09 p. m., pursuant to call, in room G—-16 
of the Capitol, Senator John Marshall Butler presiding. 

Present: Senators Butler (chairman of the subcommittee), Payne, 
and Magnuson. 

Also present: Bertram O. Wissman, chief clerk; Donald D. Webster, 
subcommittee special counsel; Robert L’Heureux, counsel; A. J. 
Bourbon, subcommittee staff member, 

Senator BurLer. The subcommittee will come to order. 

‘Today’s hearings are on three bills; S. 2407, S. 3219, and S. 1905. 

I believe it will simplify matters if we first take testimony on S, 2407 
and then take up 5S. 3219 and S. 1905. 

S. 2407, if enacted, would extend the admiralty jurisdiction of the 
Federal district courts so as to provide an admiralty forum for the 
enforcement of mortgages on certain ships registered under foreign 
flags. 

As I understand it, the existing law is cumbersome and rather 
ineffective insofar as foreclosure proceedings on foreign ship mortgages 
are concerned. Apparently, under the law as it now stands, if a 
domestic mortgagee is fortunate enough to find in a United States 
port a foreign ship on which he holds a defaulted mortgage, he has to 
bring in the district court a long, drawn-out civil action, in the nature 
of what used to be a bill in equity. This he does under title 28, the 
United States Code, section 1655. While that procedure is satis- 
factory with foreclosure of mortgages on equipment trusts on railway 
rolling stock, apparently it is unsatisfactory when applied to foreign 
vessels. 

On the other hand, the statutory procedure applicable to preferred 
domestic ship mortgages under the Ship Mortgage Act, which this bill 
proposes to extend to mortgages on foreign vessels, has worked very 
well, 

Our files reflect that there is no opposition to S. 2407. <A copy of the 
bill will be made a part of the record at this point. 

(S. 2407 is as follows:) 

[S. 2407, 83d Cong. 1st sess.] 


A BILL To amend the Ship Mortgage Act, 1920, as amended 


3e it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 30, subsection K, of the Act of June 
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QC ay r iB | Wey ill t en Diane in the record a letter from the 
Depart nt of susti dated ‘ebruaryv 25, 1954. favorine the bill. 


letter from the Secretary of Com- 

















( \I 14, 1954 o favoring the bill 
We have letter from the Department of State dated March 1, 
1954 niorl ng s that neither the nor th Bureau of the Budget 
lV ¢ on to the enactment of the bill 
These three documents will be inserted in the record at this point. 
Letters referred to are as follow 
LD | {1TMENT J ST 
i har ) ms. ft I | 195 
Hy Tor W. I 
( ( j ae ( ? 
\ | ») ¢ 
) RS OR: 1 re rr f< ( ( of the Depart- 
( he S. 2407 2zmend the Shiy Mortgage Act, 
I he l] ti I le a forur the admiralty side of the 
| S ! for I ( rtga foreign ships. 
| ti erable financial importance t [ ed States Che 
\ I I ima ( s to foreigner I have registered 
for tries Che Ad ration holds mortgage or rt of their 
yurchase he fore mortgagors do not maintain offices in the United 
Sta ( covered be mortgage often ar! n United States 
( ( irrested 1 attached and foreck id be effected 
i i ere 4 i 
Und he state of risd 1 respect of foreclosing mort- 
C! re vessels is unsatisfactory Onlv in admiralty can a foreclosure 
‘ ( { hick ve good title as inst the world The American 
admiura cour however, have ne jurisdiction of mortgages on foreign vessels. 
\\ e the foreign ship may be followed to its home port cr some other port of the 
try where it is registered, institution of foreclosure proceedings there requires 
( f reign counsel Moreover, many of these ships never call 
ita por f ec rv whose fla hey f Usually an attempt is made to 
the vessel in an American port W hen this is done, it is at present necessary 
! ect n the nature of what was for | bill in equity, in the 
lis ler 28 United Sta Code 1655 ing under 28 United 
States Code 1¢ is possible, however, only when the district court has jurisdiction 


e basis of some recognized ground of Federal jurisdiction Where Maritime 
\dministraticon mortgages are involved, the district court has jurisdiction under 





IR | ed States Code 1345, because the suit is by the United States But where 
private mortgagees are involved, there are serious difficulties 

3 [he procedure under 28 United States Code 1655, moreover, although it is well 
adapted to the foreclosure of mortgages on equipment trusts on railway rolling 





sti ery unsatisfactory when applied to vessels For example, when this 
Le partment fore losed mortgages on ¢ 


ertain vessels registered in China, it was 
necessary to go through an elaborat« proce lure to prove that the Chinese were 
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not resident or doing business in the district where suit was brought and thereafter 
to provide for an extended series of newspaper publications \Mleanwhile. the 

é paper | ile, th 
expense of keeping the vessels in custody of the court Was mounting and the agent 


for the Chinese mortgagor was claiming sovereign immunity against the service 


hington 


f process in W: 








On the other hand, the existing procedure applicable to preferred domestic 


mortgages under the Ship Mortgage Act, which the bill proposes to apply to 


ign vessels, hi e the decision of the 


the Thomas Barlum (2983 1 S. 21), the admiralty courts of 





have found no difficulty in the fereclosure of such domestic 

\t present, however, the Ship Mortga \ct grants jurisdiction 

only in cases of mortgages executed under that act Such mortgages can be 
ritten only on American documented vessels of a particular size he present 
bill would enlarge that grant to include Sp ified mortgages on foreign vessels 


expeditious Way in which an admiralty court may foreclose 





a a foreign-flag vessel and, as in all admiralty sales, give title 
lt Lhe new pul ASE T 

bill, subordinating the mortgage lien in the case of foreign 

( suppliers, appears to have been written to meet the objection 











of drydeck and repair yard o ited States Chey assert that in the 
hort time available in their | ilities for discoveri tl stenes 
of a foreign-ship mortgage are as is the case with American-flag 
vessels Chey ask, therefore, that their liens for repairs, supplies, towage, ust 
of drydocks, or marine railway, or other necessaries, should be prior to the mort- 
gagee’s claim where mortgages of foreign ships are involved 

It might be well to make it clear that this bill will merelv provide a forum on the 
admiralty side for litigation as to ship mortgages: that it does not give foreign-ship 
nortgages the same order of prioritv over and other liens which is now 
riven to preferred ship mortgages on Unite es-flag vessels; and that in the 
adjustment of priorities the admiralty court is to follow the established admiralty 
rules relative to general priorities between maritime ns on foreign vessels which 
are sold by the court The admiralty courts of this country have well-established 
rules respecting the relative priorities in cases where foreign ships are sold by the 
ourts of this count See The City of Athens, 83 F. Supp. 67 (D. Md., 1949 
The San Francisco, 179 F. 2d 284 (C. A. 4th, 1950 

Accordingly, the Department of Justice finds no objection to the enactment of 
the bill 


The Bureau of the Budget has ad\ ised that there is no obj ction to the submis- 
sion of this report. 
Sincerely, 


WittiAM P. RoGER 
Deputy Attorney General 


THE SECRETARY OF COMMERCE, 
Washington 25, D. C., March 4, 1954. 
Hon. JoHN W. BrIcKER, 
Chairman, Committee on Ir ter 
United States Senate, Washington 25, D. ( 


tate and Foreiqn Con merce, 


Dear Mr. CnuartrMan: This letter is in reply to your request of July 17, 1953, 
for the views of this Department with respect to 5. 2407, a bill to amend the 
Ship Mortgage Act, 1920, as amended. 

The bill would permit suits by mortgagees of vessels of foreign documentation 
to foreclose mortgages on such vessels by suits in rem in admiralty in United 
States courts by amending the Ship Mortgage Act, 1920 (U.S. C. title 46, see 
911), to include in the term “preferred mortgage”? any mortgage on a foreign-flag 
vessel duly recorded or registered pursuant to the laws of the country of the flag 

Under existing law such a duly recorded mortgage on a foreign-flag vessel may 
not be foreclosed in a proceeding in admiralty in United States courts, but only 
in an equity proceeding in a United States court 

In recent experience with enforcement of mortgages held by the United States 
on ships sold foreign under the Merchant Ship Sales Act of 1946, in which resort 
was had to the equity foreclosure procedure, the requirements were found to be so 
drawn out and difficult as to move the jud*s in the courts to comment that the 
United States should act to arrange a more direct and simple proceeding in these 
foreign mortgage cases. 
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The United States Gover1 a substantial interest in the matter, as a 
holder of suc mortgages ) s of vessels to foreign buvers under the 
Merchant Ship Sales Act of 1946, the United States represented bv the Maritime 
Administration holds mortg secure payment of balances of the purchase 


S aggregeting about 25 millio 





n 
The bill would provide an expeditious procedure by which a United States 














cour tting in admiralty may foreclose a ship mortgage on a foreign-flag vessel 
and give title good against the world to the new purchaser. The procedure would 
provide a satisfactory forum for attachment and foreclosure wl en al y such vessel 
covered by a mortgage in default enters a port of the United States. While thus 
providing a ft n the adn de of the United States courts in the enforce- 
me f defa ed fore nn s, the bill does not give these foreign ship 
mort gage he same order of p over subsequent repair and other liens given 
nder l ed States preferred ship mortgages on United States- 
fla ESSE \ proviso at the end of the bill provides that, in case of mortgages on 
for n vessel the mortgage lien shall be subordinated to maritime liens for 
repall DI towagt ise of drvdock or marine railway. or other necessaries. 
Under existing United States law, preferred mortgage liens on United States-flag 
vessels come ahead of maritime liens for repairs, supplies, and necessaries furnished 
s quent ortgage lie On the other hand, the bill improves the posi- 
of the holder of a mortgage on a foreign vessel, for under existing United 
Stat 1 iV foreclose in equitv proceeding in the United States court 
and it ch case the mortgage licen is subordinate to all maritime liens 
Che bill dor ot pre ce or destroy the substantive rights of an American 
mortgages fa ( n-fia vessel Such mortgagee can foreclose in a foreign 
court which ac ndepender of the Ship Mortgage Act, 1920, and secure the 
higher priorit\ f any, given the ortgage by the law of the foreign country. On 
the other hand, if the United States mortgagee wishes to foreclose in admiralty 
I e United States courts, he could do so under the bill and get the benefits of 
tI mplified procedure not available to hir nder existing law Thus, while the 
bill do ot give the holder of at rtgage on a foreign vessel the sam« preference 
or } es as the holder of a rigage on a | it provides him 
: 1 s foreclosure proceeding and takes | or substantive 
I I V has 
here apy to be no reason to include ithin the operation of the proviso 
ens arising from repairs and supplies furnished outside the United States, and 
thereby ea tl | repairman & prioru which ¢ n under the laws of his own 
rv mi be accorded hin It is recommended, therefore, that the last 
1 . 1 I e ame led read as follows Pro , That su prefe rred 
mortgage lien in the case of a foreign ve | shall also be subordinated to maritime 
| for repairs, supplies, towage ise of drydock or marine railway, or other 
‘ irl performed or sup ] e United States.’ 
I} Depart t urges enactment of the bill amended as hereinabove recom- 
rr le } 
\\ ve been advised by the Bureau of the Budget that it would interpose no 
object t he submission of this let 1 our committee 
If we an Ee further assistance 1 matter, please call o1 - 
Ss nes vours 
SINCLAIR WEEKS, Secretary of Commerce. 
DEPARTMENT OF STATE, 
Washington, March 1, 1954. 
Ho Joun W. BriIcKER 
Cha ma Committee on Ir ferstate and Foretaqn Con merce, 


My Dear Senator Bricker: Reference is made to Senator Tobev’s letter of 


Julv 17. 1953. transmitting for the comment of the Department of State a copy 
of 8S. 2407, to amend the Ship Mortgage Act, 1920, as amended 
So far as the interests entrusted to this Department are concerned, no objection 


is perceived to the enactment of the proposed legislation. 
The Department has been informed by the Bureau of the I 
no obj tion to the su ymission of this report. 


2 
> 


udget that there is 


Turuston B. Morton, 
Assistant Secretary, 
For the Acting Secretarv of State). 
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Senator Butter. I understand that there are present 2 or 3 distin- 
guished members of the admiralty bar who would like to make brief 
statements on 5. 2407. 

The first witness will be Mr. John Prizer of the Maritime Law 
Association of the United States. 

Have you a prepared statement, Mr. Prizer? 

Mr. Prizer. | have a memorandum on behalf of the association 
which has been submitted. I will make that a part of the record. 

Senator Burier. It will be inserted in the record at this point. 

(Prepared statement of Mr. John Prizer is as follows: 


MEMORANDUM OF THE MARITIME LAW ASSOCIATION OF THE UNITED STATES IN 


Support oF Biitwi 8. 2407 


To the Wate Transportation Subcommittee of the Senate Interstate and Foreign 


y , 
Commerce Committe 


Sinee the end of the Second World War the United States Government has 
sold over 1,100 vessels to foreign purchasers who have placed them under foreign 
flags, and upon a large portion of them have given ship mortgages as security 
for a substantial portion of the purchase price. Likewise private American 
interests in recent years have loaned many hundreds of millions of dollars on the 


St irit of ship mortgages on foreign vessels. Many of the mortgaged vesse ls, 
such as those flving the Panamanian or Liberian flag, rarely, if ever, can be found 
in their own countries The mortgagees under those mortgages are at present 


without suitable remedies to enforce the mortgages, even when the vessels can be 
found in this country 


} 


Under the admiralty law of this country an ordinary ship mortgage has always 
1 as constituting a nonmaritime contract and consequently has not 


en recarde 
been within the jurisdiction of our admiralty courts The result is that there 
has been no satisfactory way of foreclosing such a ship mortgage. The mort- 
vagees have been obliged to seek their remedies in equity or under local laws 
relating to the foreclosure of chattel mortgages and other liens Those laws 
are generally unsuited to deal with ships In contrast to the admiralty court, 
a vessel free and clear of maritime liens, nor do they 


1] 
sell 
have the same simple and speedy procedure 


he courts of law cannot 

In 1920 the Congress, in order to make American vessels acceptable security 
for banking loans, passed the Ship Mortgage Act of that vear providing that if 
certain procedural requireme¢ nts were followed, the mortgage on a United states 
flag vessel st oul j constitute a preferred morts 





re The lien of the preferre d mort- 
gage was made a maritime lien, and jurisdiction was expressly given the admiralty 
courts to foreclose such a mortgage. Consequently, a proceeding can now be 
brought upon such a mortgage which will give title free and clear of all maritime 
liens. Under the statute the morts 


states itiz ns 


gor and mortgagee must both be United 





an 

Che Maritime Law Association of the United States has been working for some 
time to produce a change in the law so that the American holders of mortgages 
on foreign vessels may have an available and suitable procedure for the enforce- 
ment of the security which the borrower intended to give when the mortgage was 
created. In fact, the association has been working with several associations 
of other maritime countries and those associations now have under consideration 
the clarification of the laws of their respective countries so as to give the mort- 
gagee the right to enforce a mortgage on a foreign vessel wh 
found within the jurisdiction of such countries. : 

After considerable study by a committee of the Maritime Law Association 
of the United States it seemed that the simplest and clearest way to achieve the 
desired end was to supplement the Ship Mortgage Act, 1920 (46 U.s. C. 911-983) 
by adding a brief provision regarding foreign mortgages. The new provision 
would be added to subsection K which provides that ‘‘a preferred mortgage 
shall constitute a lien on the mortgaged vessel” and that “such lien may be en- 
forced by the mortgagee by suit in rem in admiralty.”’ It gives original jurisdic- 
listrict court exclusively. 








n the vessel can be 


tion in all such suits to the United States d 

Subsection L of the existing statute provides that in such a suit there may be a 
receiver and that the marshal may be directed by the court to take possession 
of the mortgaged vessel even though it is in possession of another person claiming 
a common-law lien. 
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ns | iS } idded at the end of the pend bill 
R ( 
\IARITIME La ASSOCIATION OF THE UNITED STATES. 
B committee on the enforcement of foreign mortgages: 


JosepH CarpbIL_Lo, Jr 
DonALD D. GERARY, 
GARRARD W. GLENN, 
RusseL.t T. Mount, 
BurRTON H. WHITE, 
Joun C. Prizer, Chairman. 


Mr. Prizer. You have so well stated the issues that you have taken 
most of what I had to say. 

I would like to supplement it to this extent, I think you thoroughly 
realize that this, in a sense, is a labor of love on the part of the United 
States Maritime Law Association and the American Bar Association 
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and others who are interested. We do not like to see ourselves draw- 
ing mortgages that cannot be properly enforced. The Government 
has a great deal at stake. Private industry has a great deal at stake 
in this. We have been working, not only in this country, but with 
our friends abroad. Mr. Arnold Knauth, representing the American 
sar Association and I and other members of the Maritime Law Asso- 
ciation have attended several international conferences in recent 
years, in which we have urged the cooperation of our foreign friends 
in enforcing mortgages on vessels that are foreign to them, outside 
of their jurisdiction. 

In many countries they have provided for it by an international 
convention. They do the same thing. 

Breat Britain, however, and our country are not adherents to the 
Brussels Convention. 

The Secretary of the British Maritime Law Association wrote me 
about a year ago when we had hoped to have a hearing on the bill, 
that he had taken the matter up with the judges of their courts having 
admiralty jurisidiction, and he had received an intimation that if \ 
succeeded in the passage of our bill, they would adopt a change w hich 
they sav they can do by rule of the court so as to give similar juris- 
diction to the foreclosure of foreign mortgages so that an American 
lender, whether it be the Government or the private lender on a foreign 
ship or on an American ship which cannot be found in our jurisdiction 
but can be found in Great Britain, will have the remedy, if they follow 
along with us, which is so badly needed in this country. 

That is all I have to say on this subject. 

Senator Burter. Thank you, Mr. Prizer. Do you have any ques- 
tions, Senator Magnuson? 

Senator MaGnuson. No questions. 

Senator BurLter. Are you any relation to John Prizer, the general 
counsel of the Pennsylvania Railroad? 

Mr. Prizer. | am afraid it is very remote. I have had some cor- 
respondence with him. ‘The name came from the same section of the 
country. 

Senator BurLter. Could you give us a concise example of how this 
law would operate? 

Mr. Prizer. It arises as an anomaly because in admiralty, as you 
probably appreciate, a ship is a legal entity somewhat analogous to 
a corporation, so that it is liable for its in rem obligation without any 
reference to ownership. If you have a claim for even damage to a 
bit of cargo, or a tugboat claim or repair you can seize that vessel in 
admiralty and obtain security right of way for the claim and if the 
security isn’t put up, eventually the ship can be sold by an admiralty 
court and a good title given against the world. A mortgagor and a 
mortgagee try solemnly to give a lien on that ship. The United 
States Supreme Court says that is not a lien. You cannot foreclose. 

The Government, following the First World War when the Shipping 
Board was building so many ships independently, and the gentlemen 
working on it told me, and others in my presence, told me that they 
had decided that it was necessary to make a bankable security and 
so they passed, the United States preferred to call it the Ship Mortgage 
Act of 1920, and if the procedure is complied with the vessel is an 
American vessel, both mortgagor and mortgagee are American 
citizens. Then they declared it to be a maritime lien foreclosable in 
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the admiralty court with power to give good title against the world 
and make all other claimants come in against the proceeds if they 
desire with any other maritime lien. But that was not made applica- 
ble to foreign vessels and in order to protec. the Government, which 
has its large investment in the vessels which have been sold abroad, 
and in order to protect the large number of American financial interests 
and others who have loaned money on the security of foreign-flag 
ships, it is necessary to give that same procedure, which is simple, 
which is of worldwide recognition, is speedy. A vessel which comes 
into port can be attached within an hour, the jurisdiction obtained 
and then the admiralty court follows through under its customary 
procedure as authorized by the act itself, which is in general con- 
formity with the admiralty’s procedure. 

Senator Burter. Thank you ever so much, Mr. Prizer. 

We will now hear from Mr. Arnold Knauth, admiralty section of 
the American Bar Association. 


STATEMENT OF ARNOLD KNAUTH, ADMIRALTY SECTION, 
AMERICAN BAR ASSOCIATION 


Mr. Knavuru. I am speaking for the chairman of the admiralty 
section, Mr. Archie Stevenson 

Senator BurLer. Have you a prepared statement? 

Mr. Kwautru. I have with me the resolution of the American Bar 
Association 

Senator BurLter. We will make that a part of the record at this 
point 

(Resolution, American Bar Association, is as follows:) 


AMERICAN BAR ASSOCIATION, 
Chicago 10, Ill., March 31, 1954. 


H J W. BrickKe! 
Chairn ( mmittee on Interstate and Fore in Commerce, 
l'nited States Senate, Washinaton, D. C. 
Dear St ror Bricker: The house of delegates of the American Bar Associa- 
at its meeting held March 8 and 9 adopted the following resolution upon 
dation of the committee on admiralty and maritime law: 

That the recommendations made in 1950 and 1952, in support of a 
bill in aid of the ranking and enforcement and foreclosure of foreign mortgages 
on foreign-flag ships in American waters, be renewed and reaffirmed in respect of 
S. 2107. 83d Congress (Senator Potter and Senator Magnuson), a substantially 
identical bill for the same purpose; and that the Congress be requested to give 
careful attention to this bill, which expresses a need of both private and public 
American capital invested in foreign-flag shipping. 

This is being sent for vour information and whatever action may be appro- 


priate Copv is also being sent to Senator Magnuson and Senator Potter, whose 
names are attached to the bill 
Sincerely yours 
JoserH D. Strecuer, Secretary. 

Mr. Knautu. Properly certified copies were sent to the Senate side 
and the House side and should be available. 

I preceded Mr. Stevenson as chairman of the admiralty section, 
so I can say from personal knowledge that for the last 4 years the 
admiralty committee of the American Bar Association has been 
recommending this bill. Year after year we have recommended it, 
and if you keep on recommending long enough, it is our observation 
that the right things get done, and here we are. 
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Mr. Prizer has told you the situation. I have already seen that 
you understand it. If there are any questions I will be glad to answer 
them. 

I do want to say one thing. There is in southern California quite 
a shipbuilding and ship-repairing industry which services the fishing 
vessels that go out into the Pacific Ocean on the coast of Mexico, and 
they operate under flags other than ours, but they do most of their 
repairing and they look for their credit in southern California, and 
the southern Californians are inclined to give them credit on mortgages, 
and as they fly foreign flags those loans are to flags of foreign nations. 
So, they have Mexican mortgages and Honduran mortgages and 
Panama mortgages, and what not. 

Those vessels come to southern California and the mortgage is due 
and the money isn’t being paid and the Californian wants to foreclose 
on that mortgage. He finds that under the present procedure it is 
very difficult todo so. If it were an American-flag vessel, it is so easy. 
Why should we not make it just as easy to get your money back from 
your Mexican neighbor as from your San Diego neighbor? 

So, southern California is very interested in having the same remedy 
for the foreign flag as for our own. 

Senator Bur.ter. I cannot speak for the whole subcommittee or 
the full committee, but it seems to me this is a very excellent bill and 
a bill very much needed. ‘Thank you ever so much, sir. 

Is Mr. Colby here, the Chief of the Admiralty Section of the Civil 
Division of the Department of Justice? Have you a_ prepared 
statement? 


STATEMENT OF LEAVENWORTH COLBY, CHIEF OF THE ADMIR- 
ALTY SECTION, CIVIL DIVISION, DEPARTMENT OF JUSTICE 


Mr. Cotsy. No, 1 do not. I come to answer any questions which 
the committee might have in the light of the statement which the 
Department has sent to the committee. 

Senator BurLter. Would it be more difficult under this provision of 
law as it relates to foreign vessels to provision and supply those 
vessels in American ports? 

Mr. Coutsy. I would know of no reason why it would be. 

Senator Butter. Can you think of any reason why this law should 
not be amended to apply to foreign ships? 

Mr. Coutsy. No. In past years the Department of Justice has 
recommended enactment of the bill. Since the last report reeommend- 
ing the bill, certain changes have been made in the proviso and we 
have reported this year that we had no objection to the new form of 
the bill. 

These provisos, as the previous witnesses have explained, were put 
in to take care of liens of the local repair contractors. 

The Maritime Administration has recommended that in addition 
to the proviso in the bill there shall be added to that at the end of it 

‘‘performed or supplied in the United States”’ so as to limit the proviso 
to the American repair industry. Whether, if that had been sub- 
mitted to the Department of Justice at an earlier date we would have 
made the previous report that we recommended the adoption of the 
bill instead of that we had no objection to the adoption of the bill, 
I don’t know. 
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Speaking personally, I think it is a desirable change to limit the 
proviso in that respect 

This is of course a matter that is not without importance for the 
Department of Justice as well as the Maritime Administration, for the 
reason that as of January 31, 1954, the Maritime Administration had 
outstanding 371 mortgages on foreign ships for a total of $116,870,476. 

Senator MaGnuson. What was that amount again? 

Mr. Cotsy. $116,870,476, and there is 33 cents on there. 

Senator MaGnuson. Were those ships all transferred after the 
mortgage was made on the ship? 

Mr. Corny. Three hundred and forty-three of those were under the 
Ship Sales Act of 1946 and indubitably were. Sixty-six of them have 
to do with mortgages arising out of construction subsidies and what 
not under the 1936 act, and I don’t know in respect to those 66. 

Of course, to the extent that any of these mortgages have to be 
foreclosed, the De ‘pi irtment of Justice has to do it. 

So, as I see it, it is not without its importance to us. 

Mr. Knauth has adverted to the matter of fishing boats and small 
types. Perhaps, I should in that connection call the committee’s 
attention to the fact that there is no change being made in the basic 
statute, the Ship Mortgage Act of 1920, which excepts substantially all 
types of vessels of less than 200 tons. We do not have before us any 
question about whether that would be desirable or not, but that is not 
unrelated to Mr. Knauth’s observations about what goes on in south- 
ern California. 

Senator Burter. Thank you very much, Mr. Colby. 

Is there anybody appearing in opposition to this bill? 

There being no opposition, we will close the record on S. 2407. 
(Whereupon, at 2:26 p. m., the hearing was closed.) 





RULES FOR LOADING AND STORAGE OF GRAIN 


TUESDAY, MARCH 23, 1954 


UNITED STATES SENATE, 
SUBCOMMITTEE No. 4 ON WATER TRANSPORTATION OF 
THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10:05 a. m., pursuant to call, in room 
G-—16 in the Capitol, Senator Frederick G. Payne (acting chairman of 
the subcommittee) presiding. 

Present: Senator Payne. 

Also present: Donald D. Webster, special counsel; A. J. Bourbon, 
staff member, and Merton G. Henry, legislative assistant to Senator 
Payne 

Senator Payne. The subcommittee will be in order. Today’s 
hearing is on S. 602, a bill initiated by the Treasury Department to 
provide for greater safety of life and property at sea by authorizing 
the Secretary of the Treasury to prescribe rules for loading, stowage, 
and securing of grain and other similar bulk cargoes. 

The bill will be inserted in the record at this point 

(The bill, S. 602, is as follows:) 





rul i the loading, ow e, and securil 


Be it enacted by the Senate and House of Re presentatives of the United States of 
of America in Congress assen ble 1, That, To provide for greater safety of life and 
property at sea, the Secretary of the Treasury is authorized to make such rules 
and regulations and to prescribe such restrictions and conditions as he deems 
necessary for the loading, stowage, and securing of grain and other similar bulk 
cargoes that present hazards to the stability of vessels by shifting 

Sec. 2. This Act shall apply to all vessels of the United States and to fore 
vessels loading grain and such other similar bulk cargoes at any port of the United 
States, its Territories or possessions, except vessels operating solely on inland 
waters of the United States or on the Great Lakes 

Sec. 3. The rules and regulations authorized by this Act, in their applicati 


to grain cargoes in bulk, shall be in conformity with and in implementation of 
regulation 2, chapter VI, of the regulations which constitute an integral part of 
the International Convention for the Safety of Life at Sea, 1948 

Sec. 4. In the establishment, administration, and enforcement of the rules 
and regulations hereunder, the Secretary of the Treasury may avai! himself of 
the advice, services and facilities of any private nonprofit organization, or, with 


the consent of the head thereof. of anv executive department, independent estab- 
lishment or other agvgeney of the Government 


SEC 0 The Secretary of the Treas Irv mav, Upol his own knowleds 
{ 


the sworn information of anv citizen of the United States, that anv vessel subject 
he regulations established 


hereunder, by written order served on the master, person in charge of such vessel, 


to this Act is violating anv of the provisions thereof or t 


or the owner or charterer thereof, or the agent of the owner or charterer, detair 


such vessel until such time as the vessel is in full compliance with the provisions 
of this Act and of the regulations established hereunder If the vessel is ordered 
detained, the master, person in charge, or owner or charterer, or the agent of the 
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owner or irterer thereof, may wit five days appeal to the Secretary of the 
Treasur vyho may, after estigation, affirm, set aside or modify the require- 
ment f I rder f any cit ) United States furnished sworn infor- 
mation t tt secretary f the Treasury that anv vessel subject to this Aet is in 
violation of a of its pr 1O r of the regulations established hereunder and 
suc! VO! formatio s false, t person so falsely swearing shall be deemed 
p t f perjyur 

SY ( W hor ill ow ] ea of the provisior of tl Act or 
fa 1 ut hed u er I \ all be s biect oa pnenalt ol ot 

( na 82.000 I i i n ase ol yy h violatio ’ t he 

pa f the ‘ urterer, agent ust or person 1 charge of the vessel, such 
ve i i f the penal i iv be seized and proceeded avainst by 
w ‘ ‘ t t cour f e | i State any district in whiel ich 
ve ( f j 

ms kcd 7 W hie the death or bodily injury of anv perso results from the violation 
of this Act or a regulations made pursuance thereof, the person or persons 
“ a \ ow ly olated vused to be violated such provisions or 
re i oO ull | f ed ’ ‘ } 1 810.000 or prisoned not more tha ten 
yea bot 

Sk¢ s Nothing contained tn t s Act hall be construed to relieve any vessel 
subject to the nae m of t Act, from al of the requirements of title 52 

CC 1399 to 4500, clusive) of the Revised Statutes or Acts amendatory or 
supplementary thereto and re lations thereunder applicable to such vessel, which 
are not inconsistent herewit! 


Senator PAYNI The Acting ¢ ‘omptroller General, Mr. Ke. L. Fisher, 
by letter dated February 2, 1953, notified the committee that since 
the bill did not affect the functions of the General Accounting Office, 
he had no recommendations to make. Similar letters, dated February 
12, 1953, and May 13, 1953, were received from Mr. Joel D. Wolfsohn, 
Assistant Secretary of the Interior, and Mr. William P. Rogers, 
Deputy Attorney General, respectively Their letters will be made 
a part of the official record. 

(The letter dated February 2, 1953, from Mr. E. L. Fisher, the 
letter dated February 12, 1953, from Mr. Joel D. Wolfsohn, and the 
letter dated May Lo, 1953, from Mr William P: Rogers are as follows:) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February oy 1958. 
Hon. CuHartes W. Tosey, 
Chairman, Committee on Interstate and Foreiqn Commerce, 
Un ted States Senate. 

My Dear Mr. CHarRMAN: Reference is made to your letter of January 26, 
1953, acknowledged by telephone January 28, enclosing a copy of S. 602, 83d 
Congress, entitled ‘‘a bill to provide for greater safety of life and property at sea 
by authorizing the Secretary of the Treasury to prescribe rules for the loading, 
stowage, and securing of grain and other similar bulk cargoes,’’ and inviting any 
comments this Office may wish to make concerning the proposed legislation. 

Since the provisions of the bill do not affect the functions of the General Ac- 
counting Office and we have no information as to their merits, I have no recom- 
mendations to make. 

Sincerely yours, 
EK. L. FisHer, 
Acting Comptroller General of the United States. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 12, 1958. 
Hon. CHartes W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Senator Tosey: Reference is made to your letter of January 26 
requesting my comments with respect to S. 602, a bill to provide for greater 
safety of life and property at sea by authorizing the Secretary of the Treasury 
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to prescribe rules for the loading, stowage, and securing of grain and other similar 
bulk cargoes. 

The bill does not appear to relate to any matter within the jurisdiction of this 
Department or to affect any matter upon which the Department would be in a 
position to give helpful information or advice. Accordingly, this Department 
has no comment to offer with respect to the merit of the purpose or provisions of 
the bill, 

I greatly appreciate your bringing this matter to my attention, and I welcome 
the opportunity to submit recommendations on any measure where the activities 
of the Department may possibly be involved, or where its experience may possibly 
be of value. 

Sincerely yours, 
Jorn D. WoLrsoHn, 
Assistant Secretary of the Interior. 


May 13, 1953, 
Hon. CHartes W. Torry, 
Chairman, Committee on Interstate and Foreiqan Commerce. 
United States Se nate, Washinaton oS 

Dt AR SENATOR: This Is In response to vour request for the views of the Depart- 
ment of Justice on the bill (S. 602) to provide for greater safety of life and property 
at sea by authorizing the Secretary of the Treasury to prescribe rules for the 
lar bulk cargoes 


loading, stowage, and securing of grain and other sim , 
urv, in conformity with and 


The bill would authorize the Secretary of the’ 





’ 


in implementation of certain provisions of the International Convention for the 
Safety of Life at Sea, 1948, to prescribe restrictions and conditions on the loading, 
stowage, and securing of grain and other similar bulk cargoes for the purpose of 
preventing the shifting of such cargoes which would endanger the stability of 
cargo vessels 


It is noted that the provisions of the bill are somewhat analogous to those of 


the act approved October 11, 1951 (65 Stat. 406), authorizing the President to 


proclaim regulations for preventing collisions at sea 


T 1e question of whether the bill should be enacted is one of policy upon which 
tl Department prefers to make no recommendatio 
The Bureau of the Budget has advised that there is no obj ) o the sub 
mission of this report. 
sincerely, 
Wiiiram P. RoGer 
Deputy Attorney Ger al 


Senator Payne. The first witness this morning will be a _ repre- 
sentative of the Treasury Department which initiated this. 

Before you give your statement, Admiral, I think at this point a 
copy of the protest of the Pacific Coast Marine Surveyors should be 
included in the record. 

(The protest of Pacific Coast Marine Surveyors is as follows: 


Protest or Pacitric Coast MARINE SurvEYorRS AGAINST GOVERNMENT-SPON* 
SORED Monopo.uistic ACTIVITIES OF NATIONAL CARGO BuRBEAU, INC. 


PRELIMINARY STATEMENT 


For more than half a century cargo surveying on the Pacific coast has been 
carried on by a group of private marine surveyors whose integrity, experience, and 
capability in their chosen profession have been thoroughly established among all 
concerned in the shipping industry. The very livelihood of this group is now 
challenged by a Government-sponsored private organization operating as a 
nonprofit corporation under the name of National Cargo Bureau, Inc. As a 
result of governmental favoritism, this corporation, engaged in direct competition 
with private surveyors in the cargo surveying field, now threatens to monopolize 
that established field of private endeavor. The threat is so clear that at least one 
officer of the United States Government has already intimated that private 
marine surveyors May have to seek employment from National Cargo Bureau, Inc. 
(or else find some other means of supporting their families 
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re ial trea ¢ Nati il Cargo Burea [ne 
Wee lude with a review of a number of constructive 
| e undertal ’ rder t correct the existing abuses, to 
y ‘ ’ ‘ } ‘ ( mir i ’ } 1 ¢ 1 ial t i 
rd at the outset e private marine surveyors do not object 


1) t [ veve! tO anv action, regulation statute, or 


eau, Inec., as ac petitor on equal footing with then They 





f ernme d | ate au ritv, which discriminates 
rds a preference to their competitor. Certainly it is the 
rnment and all its agencies to promote and not to stifle 

‘ und entet 

CARGO AND MARINI RVEYING ON THE PACIFIC COAST 


ring irvevi as been established n the Pacifie coast for 








l und tt ite Mar irve rs who have handled this 
en recognized a I ghiv capable and qualified*in their 
tlifiea ! ( le a tremendous kground of maritime 
,and 1 \I f them are licensed masters of vessels 














ure e cons engineel f the maritime industry. 
ip are retained in connection with practically all phases of 
ling eng ril salvage, seaworthiness, cargo, and the 
thereof 
ork is divided ) O principal ¢ s 
he inspe a rvev of the vessels thems« 

Che other phase relates to the cargoes upon the vessels 
tion and supervision of loading, stowage, and discharging 
ey of dal ( cargt 
he marine rvevors on the Pacific coast are specialists in 
eld, carrying on their business either as private individuals 
Many of handle cargo work exclusively; the others 

i their time to this wor! Kiven after allowing for the 
( Carge rveyors which is devoted to other work, the 
onsti é he livelihood of more than marine surveyors 
the past handled the bulk of cargo surveying on the 





dition, during the past several vears, a limited amount of 


as been undertaken by the Board of Marine Underwriters 


onproht a ciation of marine underwriters This associa- 
iv competi wit private coast surveyors Competition 
equal footing and private rveyors by reason of their 
nce were more than able to hold their own 





reau, Inc., upon its formation, succeeded to survey work 


Underwriters of San Francisco. It similarly took over 
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the survey work of the corresponding group on the east coast, the Board of 


lL nderwriters of New York. 
It should be noted that the marine surveying situation in the Atlantic and 


gulf ports is sustantially different from that prevailing on the Pacific coast. 
The Board of Underwriters of New York had long been preeminent in the cargo 
oading field in these other areas Thus, when National Cargo Bureau, Ine., 

ceeded to t cargo surveying work of the Board of Underwriters of New 
York, with its plans for expansion, there were but few repercussions in the Kast 
because the underwriters group already had most of the worl On the Pacifie 
oast, where the monopolistic aspirations of National Cargo Bureau, Ine., encroach 
ipon a field previously handled ably and satisfactorily by the established private 


survevors, the situation is far different 


I] ORGANIZATION OF NATIONAL CARGO BUREAI INC, 


National Cargo Bureau, Inc., was organized as a nonprofit corporation under 
e laws of the State of New York in 19 
cate of incorporation include the following: 





Its purpose as set forth in its cert ifi- 
. to provide inspection service 


in relation to the loading, stowing, securing and unloading of such cargo; * * *” 
Solenin assurances by representatives of National Cargo Bureau, Inc., were, 
iowever, given to private surveyors up and down the coast that there was no 

ention whatever to encroach upon the established business of the private 
surveyors In addition to many private interviews in which National Cargo 
Bureau, Inc., representatives requested and secured the cooperation of private 

arine surveyors on the basis of these assurances, we may quote from a paper 
presented by Carl Kk. McDowell, executive vice president of National Cargo 
Bureau, Inc., at the Coast Guard panel of the annual convention of the Propellor 


Club of the United States at Los Angeles on October 9, 1902 
“Industry may ask whether such a cargo bureau will superimpose further 
regulation and expense on industry, whether it will lead to complicated 
international regulations, whether cargo-loading inspection will be manda- 
tory, and whether the NCB will overlap or conflict with the work of existing 
private and Government agencies. The intention certainly is that all such 
questions may with confidence be answered in the negative. In fact, one 
purpose of NCB is to try to guarantee that these question will continue to 

be answered in the negative.”’ 

The membership of National Cargo Bureau, Ine., according to its bylaws, 
includes ‘‘persons who are or have been prominently identified with the maritime 
commerce of the United States, persons in or officially connected with the United 


States Government or a branch or department thereof.’”’ Within this scope the 
membership includes certain officials of the United States Coast Guard, the 
Maritime Administration, and the Department of State. The directors, 18 in 
number, must, according to the bylaws, include a representative of the United 
States Coast Guard and a representative of the Maritime Administration. It is 


inderstood that at the present time the directors include Vice Adm. Merlin 
O'Neill, Commandant of the Coast Guard, Rear Adm. Halert C. Shepheard, 
Chief Officer of the Merchant Marine Safety of the Coast Guard, and Hon, 
A. W. Gatov, Maritime Administrator Most of the members and directors are, 
however, representatives of various marine underwriters and ship operators. 
It is understood that approximately 80 percent of the operators on the Pacific 
coast are represented in the membership. 

Chis combination of shipping and underwriting interests to form a corporation 
engaged in the cargo survey business may in itself provide a serious threat of mon- 
opoly as against private surveyors who are dependent upon these same under- 
writing and shipping interests for their work. When, in additiou, such a com- 
bination is able to secure preferential treatment from responsible officials of the 
Government, the impetus toward monopoly becomes irresistible. 

We shall not at this time attempt to consider the propriety of the inclusion of 
Government officials in the memberhsip and as directors of any private organiza- 
tion, whether profit or nonprofit Even conceding that this is not improper, 
however, it is self-evident that it is highly improper for any such private organiza- 
tion, through its governmental ties to secure favored and preferential treatment 
from the very department of government which are included in its membership. 
Yet this is precisely what has happened. 








MISCELLANEOUS BILLS 





FERENTIAL TREATMENT OF NATIONAL CARGO BUREAU, IN( AND RESULTING 


’ 


ABUSES 


The following is a brief summary of the preferential treatment National Cargo 
sureau, Inc., has received to date through its governmental connections and its 
and of the abuses which have resulted therefrom 
‘oast Guard regulations relating to the stowage of grain cargoes pub- 
er 18, 1952, in the Federal Register provide in section 144.10—25 that: 








Certificates g of onal Cargo Bureau, Inc., may be accepted 
as prima facie f cx liance with the requirements of this sub- 
iapte! 
Under this Coast Guard regulation the certificate of other marine surveyors, 
who have customarily inspected and supervised the stowage of grain cargoes on 
the Pacific coast and who are fully experienced and qualified in such matters, is 
ent it weight whatever [t, is obvious that any provision of this nature 
gives National Cargo Burea Ine., a substantial preference and competitive 
advantage over other surveyors in this work. 
2. By ltter of September 26, 1952, (published in the Federal Register of October 
17, 1952) Vice Adm. Merlin O’N Commandant of the United States Coast 
Guard ne of the directors of Nat al Cargo Bureau, Inc.), expressly author- 





ized National Cargo Bureau, In¢ to assist in administering the provisions of 
Act, (46 U.S. Code, see. 170) ar 








the Dangerous Cargo d provided further, that com- 
plete certificates of National Car Bureau, Inc., should be accepted as prima facie 
é e « ompliance \ } DY of that act and the regulation issued 
there der A copv of this letter is ir ided in this protest as appendix ‘‘A.”’ 
Here a a clear preference for National Cargo Bureau, Inc., and a discrim- 
nat agal t other private surveyor! 

o. O Februar 18. 1953. M. I. Goodman, Chief of the Office of Shipping 


Operations, National Shipping Author Maritime Administration, issued a 
t ent and operations 




















The Na nal Cargo Purea Tn is et up to provi 
nart ervice at all pri ; ¢ ports | 
for vou are hereby authorized to contract for the loadin Inspection 
of the National Cargo Bureau, Inc., for all loa vs of NSA ships and 
( heece iT eX] ! | he te vovage account. 
\fasters should be lvised the survevors of tl NCB, hh are 
‘ e purpe I oT 1 xper LA VISOT IC ion to insure 
4 ps are proper i | d st rt f t nte pl d vovage 
\ | ( py ot S letter ce this pro ws appendix “B It 
I De 1 that the prefere provided for in tl letter not confined to 
v1 r dangerou urgoes Ita O any ill cargoes On vesst perated 
private operators under the National Shipping Authorit: n a number of 
instances this letter has een int preted to requir the operators of NSA ships 
to I a Na nal Cargo Burea I survevor tot} exciusion of other marine 
SUr\ rs Who have heretofore satisfactorily performed loading inspection services 
for ves 
‘3 ate bill No. 602 introduced | stor Tobe t the rec of the Treas- 
ur epa ent & 1 no pend u Co SS In ( a } ion that the 
secretary of the Treasury 11 the estal shment. administration § 1 enforcement”’ 
' es and re La hs concer loadn und sto of grain and other 
81 ir | cargoes may ‘‘avail himself of the advice, services, and facilities of 
: pri e nonprofit organizat} Is, we nd, is admittedly an 
attempt to secure statutory preferential treatment for National Cargo Bureau, 
Ir It is clear that any private concern (whether nonprofit or otherwise) which 


favored in this manner by statutory enactment will have a great advantage 
over its competitors 

5. Under date of January 26, 1953, the secretary of the American Institute of 
Marine Underwriters issued a notice to all members of the institute by which a 
revised form of grain-loading warranty clause was recommended. This clause 
provides that the insurance shall be void under certain circumstances unless grain 
loading is “under the supervision of a surveyor appointed by National Cargo 
Bureau, Inc., or of a surveyor appointed by the assurers.’’ Here again there is 
a distinct preference afforded to National Cargo Bureau, In¢ It is still a pref- 
erence even though there is a possi bulit v of having some other survevor appointed 
by the assurers 
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6. As the beneficiary of all this official favoritism, National Cargo Bureau, Inc., 
has assumed a highly preferred position in cargo surveying matters on the Pacific 
coast. An impression has arisen among shippers, underwriters, operators, and 
even Coast Guard officers that National Cargo Bureau, Inc., is taking over the 
cargo surveying field and that it is unwise and in some instances even illegal to 
deal with private surveyors. We cite a numbe ‘r of illustrative instances of the 
impressions or misimpressions arising from this favored treatment and of actual 
loss of business to private marine surveyors which has already resulted therefrom: 

(a) The Coast Guard regulation referred to in item 1 above provides that 
certificates of National Cargo Bureau, Inc., may be accepted as “‘prima facie 
evidence of compliance’”’ with the grain loading regulation. Certainly this does 
not say that such certificates are required. Local Coast Guard officers and others, 
including even Admiral Shepheard (Chief Officer of the Merchant Marine Safety, 
United States Coast Guard and a director of National Cargo Bureau, Ine.) have 
taken the position, however, that a certificate of National Cargo Bureau, Inc. 
(or of the Coast Guard itself if the shipper is willing to wait), is mandatory for 
grain cargoes. 

b) On October 30, 1952, one steamship company, after considering Admiral 
O’ Neill’s letter (item 2 above) concerning the special authority granted to National 
Cargo Bureau, Inc., in relation to dangerous cargoes, wrote its Los Angeles repre- 
sentative in part as follows: 

‘It will, therefore, be necessary to employ a surveyor of the National Cargo 
Bureau on all vessels in your district loading ‘explosives or other dangerous 
articles” as prescribed in Coast Guard regulation 187 * * 

‘The purpose of the National Cargo Bureau, Inc., prescribes for the 
absorbing and expanding of the bureau of inspection of the Board of Under- 
writers of New York and San Francisco * * *” 

“Obviously there is no prohibition against the employment of long estab- 
lished competent marine surveyors in connection with the loading of vessels 
of general or other cargo not classed as dangerous or explosives under the 
provisions of the Dangerous Cargo Act. This, however, is the writer’s 
understanding of the matter at this writing and unless we are instructed 
differently, we suggest you be guided accordingly until otherwise advised.” 

(c) James Gow, of Alexander Gow, Inc., a long established private surveying 
firm in Seattle, was informed by one of his regular clients that although the 
client was perfectly satisfied with the services of his firm, it would be necessary to 
use National Cargo Bureau, Inc., on a shipload of grain because the insurance 
would otherwise be invalid. 

(d) In February 1953 a shipping line with representatives in both Los Angeles 
and San Francisco advised its local representatives at those ports that they would 
have to discontinue e mployment of private surveyors and thereafter use National 
Cargo Bureau, Inc. There was no question on anyone’s part but that the estab- 
lished private surveyors who were to be displaced were fully capable and qualified 
to continue their work. In fact, the local representatives of the line who were 
familiar with the work of the private surveyors protested against their displace- 
ment and these private surveyors have since been restored to a portion but not all 
of the work which they formerly handled. 

(e) On April 9, 1958, Cpat. John Hayes, an established private surveyor in 
San Francisco, was told by one of his clients, a shipping line for whom he had 
satisfactorily performed for many years, that the United States Coast Guard had 
advised the line that it must use National Cargo Bureau Ince., in loading a grain 
cargo on a vessel on which Captain Hayes had just finished supervisingthe discharge 
of a cargo. The port captain of the shipping line thereafter talked to Captain 
Kane, chief surveyor of National Cargo Bureau, Inc., in San Francisco, and 
Captain Kane stated that the line would receive written instructions that National 
Cargo Bureau, Inc., services were required. 

(f) National Cargo Bureau, Inc., has expanded its staff of surveyors on the 
Pacific coast to the point where it now has a total of eight full time cargo surveyors. 
This group can only be kept busy by taking cargo survey work formerly handled 
by private surveyors. In an effort to keep them busy National Cargo Bureau, 
Inc., has in fact solicited the cargo survey work of a number of operators for whom 
private surveyors have in the past satisfactorily performed cargo survey work. 
In stating this fact we do not mean to question the right of any private concern 
to solicit business and to hire as many employees as it desires. We cite this 
solicitation merely for the purpose of providing further demonstration of the 
expansionistic aspirations of National Cargo Bureau, Inc. Nor is there anything 
wrong with a desire to expand as such; the right of any private concern to expand 
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(provided that no monopoly or combination in restraint of competition is involved 
is certainly fundamental in our system of private enterprise. But it is decidely 
wrong for our Government to give its special blessing to any such expansion by 
a particular organization and to give formal and official assistance therein. 

The sie discriminations and abuses which have been reviewed in this section 
were called to the attention of National Cargo Bureau, Inc., in a series of letters, 
the most recent of which was written to National Cargo Bureau, Inc., under date 
of April 29, 1953 The concluding sentences of that letter were as follows: 

| believe that we are entitled to a statement from you of precisely where 
National Cargo Bureau, Inec., stands with reference to the charges which I 

Zed 


have summar above and precisely what it proposes to do to remedy the 





lation 

If National Cargo Bureau, Inc., does not take appropriate and immediate 

action to correct this very serious situation, the marine surveyors on the 
Pacific coast whose livelihood is at stake will be compelled to 
National Cargo Bureau, Inc., has now replied that it proposes to take no action. 
The position of National Cargo Bureau, Inc., was mad 








le brutally clear at a meeting 
held in San Francisco on May 1, 1953, which was attended by representatives of 
National Cargo Bureau, Inc., including Carl E. McDowell, executive vice presi- 
dent, and Adm. H. C. She pheard, United States Coast Guard, who is a director, 
and by representatives of the Pacific Coast Marine Surveyors Mr. MeDowell 
at that meeting stated flatly that the directors of National Cargo Bureau, Inc., 


al 








had decided to take no action to correct these abuses 

It as recognized at this meeting that some of the abuses referred to above 
have resulted from misunderstandings among ship operators The marine sur 
vevors present at the meeting requested Ir, I ¢ Dowell, as executive vice presid t 
of National Cargo Bureau, Inc., to circulate a bulletin which would correct and 
avoid recurrence of these misunderstandings and in which he would reaffirm his 
pre s statement his paper to the Propeller Club quoted abo that 
wa ot the purpose or function of National Cargo Bureau, Inc., to interfere wit] 
priva ess relationship Ir ell refu 1 to do thi 

Alt! M McDowell denied itional Cargo Burea Tne had eve 

ted Dusimess, one of his ow associates coneeded the co rary I this 

co ( Mr. MeDowell was requested to give | assurance that National 
(la | i Tn wo 1 ( tt Ist ts ties wit ts ship-operator members 
to solicit surveying business formerly handled by private surveyors Mr. Me- 
Dowell refused to make an. ich commitment 

Admiral Shepheard (speaking probably as a representative of the Coast Guard, 
rather than in his capacity as a representative of National Cargo Bureau, Ine 
stated flatlv that west coast survevors had already lost the grain-loading survey, 
b und that the Coast Guard could, if it wished, put them out of business 


altogether Admiral Shepheard concluded the meeting by asking one of the 
marine surveyors present how he would like to go to work for National C 





iy rgo 
Bureau, | 
I\ UNSOUNDN OF EXCUSI DVANCED FOR PREFERENTIAI rREATMENT OF 


NATIONAL ( RGO BUREAU, IN¢ 


The only justification advanced for National Cargo Bureau, Inec., and the 
preferet tial treatment which it has received is a tenuous line of argument based 
upon the International Convention for the Safety of Life at Sea of 1948. This 


treaty, ratified by the Senate, became effective in 1952 Under it, the United 
States Government undertakes to maintain certain prescribed standards on 
vessels engaging in international voyages. These standards include certain 
specific provisions as to the manner of loading of grain cargoes. Admiral Shep- 


heard, for the Coast Guard, has taken the position that the Government itself 
does not wish to go into the cargo survey business, and that the only alternative 
is to delegate such functions to a single, Government-sponsored private organiza- 
1 





tion such as National Cargo Bureau, Ine Any assertion that this is the only 
alternative is wholly inaccurate; the international convention makes specific 
provision for other far more satisfactory solutions to the problem. It provides 


specifically for the delegation of the survey functions to qualified private sur- 

veyors. Regulation 6 of chapter I of the regulations which are a part of the 
international convention provides: 

“The inspection and survey of ships, so far as regards the enforcement 

of the provisions of the present regulations and the granting of exemptions 

therefrom, shall be carried out by officers of the country in which the ship 








| 
| 
| 
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is registered, provided that the government of each country may entrust 
the inspection and survey either to surveyors nominated for the purpose or 
to organizations recognized by it 

We have no desire to question the Coast Guard’s purpose of keeping the 


Government out of the inspection business We submit, however, that the 
drastic means which the Coast Guard is adopting for the accomplishment of 
that purpose are not in any way essential Clearly there is nothing in the inter- 


national convention of 1948 which requires the Government in the delegation 
of its functions to confine the authority granted to a single, favored, mor oOpo- 
listie private agency Clearly when the purposes of the treaty may be readily 
attained without such Government favoritism and discrimination against private 
enterprise, there is no justification whatever for the Government’s fostering any 
such monopoly Certainly the Government is fully authorized to permit grain 
loading survey work by the group of private marine surveyors on this coast who 
are qualified to do the job, and who, in the past, have done the job 

The Coast Guard, in the person of Admiral Shepheard, has turned a deaf ear 
to this appeal Admiral Shepheard’s only answer has been that (so far, at least 
the Coast Guard has confined its mandatory preference for National Cargo 
Bureau, Inc., to grain cargoes and that grain cargoes on the Pacific coast are not 
large in relation to total volum«e It is true that, considering the coast as a whole, 
oTail shipm«e nts at the present time are at a low ebb and constitute onlv a small 
part of the total tonns In Portland, however, inspection of grain cargoes 
the total cargo-loading survey work Furthermore, 
many vessels are loaded in part with grain and in part with other cargo. Cer 
tainly it cannot be expected that any operator will continue to retain and pay 
its established private surveyor in connection with the loading of a vessel when 
it is also required to retain and pay National Cargo Bureau, Inc., for the same 





constitutes almost half 








vessel by reason of the inclusion of grain in the cargo Thus, even though grain 
shipments are only a small part of the total tonnage at the present time, the 
marine surveyors’ loss of this business through Government edict would mean 
the loss of survey work on about cent of the vessels which leave Pacific 





coast ports 


Furthermore, the mere fact (if it be a fact) that National Cargo Bureau, Ine 
is required for certain types ot cargo plac s other irvevors at a distinet com 
petitive disadvantage for all cargoes When the operator is required to deal with 


National Cargo Bureau, Inc., for some cargoes, the path of least resistance for the 
operator is to deal with National Cargo Bureau, Inc., for all cargoes Competi 
tion is certainly not on an equal footing when the private surveyor has to over- 
come a Government-imposed handicap such as this 

It becomes pertinent to ask when all this is going to stop. The International 
Convention for the Safety of Life at Sea provides for the regulation of shipments 
of dangerous cargoes as well as for er: 


already granted National Cargo Burt 


in shipments, and the Coast Guard has 








au, Inec., precisely the same authority for 
dangerous cargo as it has for grail See items 1 and 2 in see. II] In both 
cases the certificate of National Cargo Bureau, Inc., is ‘‘prima facie evidence’’ of 
compliance Why the Coast Guard construes these identical provisions to be 
mandatory for graln but not for dangerous cargo is not made clear The 


marine surveyors’ loss of their right to perform their usual services when danger- 
ous cargo is involved (as they have for many years under the Dangerous Cargo 
Act) would put most of them out of business, because a large portion of merchant 
vessels leaving port have some dangerous cargo (As pointed out above, the 
surveyors can hardly expect the ship operators to hire two surveyors for a single 
ship 

One further point must be stressed in this section: No principle of safety at 
sea requires the exclusion of private Pacific coast surveyors from their chosen 
profession. Safety at sea has been their life work. They are eminently qualified 
to carry on that work. They are perfectly willing to submit their qualifications 
for fair and impartial consideration and licensing by the Coast Guard or any other 
body, just as the Coast Guard has already licensed most of them for command at 
sea. They only ask that their qualifications to perform their work be judged on 
the merits and not by their willlngness or unwillingness to abandon their private 
business and seek employment from National Cargo Bureau, Ine. 


V. REMEDIAL MEASURES 


The basic cure for the abuses which we have recited is the elimination of all 
preferential treatment for National Cargo Bureau, Inc., in any statutes, regula- 
tions, and promulgations whether official or otherwise. This, and this alone, 
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private surveyors to compete and perform their buslness on equal 
1 National Cargo Bureau, Ine Specifically, the followlng steps should 


provision of the Coast Guard graln-loading regulation and the cor- 
provision relating to dangerous cargoes referred to as items 1 and 2 
II] above should be amended to provide that the certificate of any 








qualified surveyor shall be prima facie ‘nee of compliance If the Coast 
(Guard believes that designation of “qualified survevor’”’ is too broad or lhe 
definite, the provision may e made for the licensing of qualified surveyors bv 


the Coast Guard for this purpose 

The Coast Guard apparently prefers to avoid any licensing function by dealing 
with its favored organization alone This is the kind of governmental action 
one might expect in some countries, but not in the United States of America. 
We have in this country many professions whose duties and functions are a matter 


} ¢ t 


of pubiic concern from the standpoint of public health or safety. This public 






concern may make it necessary tor some offic al body to pass upon the qualifi- 
catio of those who are to carry on such a profession and issue licenses to them, 
fut the necessity for licensing has never been recognized (and never will be 


recognized, we trust) as a good reason for putting the profession out of business 
altogether Thus, if the quality of the work of marine surveyors is of importance 
t should license those whom it finds 
q ialified to perform that work The Government cannot in effect say: 
‘Licensing would be a nuisance; therefore you cannot handle grain load- 
ing survey work at all any more unless you go to work for our favored 
organization.” 
sut this is precisely what our Government, through the Coast Guard, is attempt- 
ing to do 
To secure an example of proper licensing we need go no further than the fune- 
tion of the Coast Guard in licensing masters of vessels for command at sea. Cer- 
tainly the master of a ship has great responsibilities for the safety of lives and 
property under his command and for complying with many laws and regulations 


to our Government, then the Governmer 





in the operation of his ship. Unquestionably the master must be licensed on the 
basis of his qualifications before he may be permitted to carry on his work. But, 


as with any other calling, his ability to perform his duties must be judged on the 
merits and not by whether or not he is employed by a particular favored, private 
concern 

If the Coast Guard does not wish to undertake licensing the Pacific coast 
marine surveyors are prepared to establish an industry organization comparable 
to National Cargo Bureau, Inc., which will pass upon the qualifications of the 
private surveyors certainly as thoroughly as National Cargo Bureau, Inc., passes 
upon the qualifications of the surveying employees whom it hires 

2. Senate bill No. 602 referred to in item 4 of part III above, should be amended 
to avoid statutory preferences for “nonprofit’’ as distinguished from any other 
qualified organization. It should be noted that the pattern for such an amend- 
ment has already been fixed by the Dangerous Cargo Act which provides that 
the Commandant of the Ccast Guard may utilize the services of any ‘“‘organiza- 
tions whose services he may deem to be helpful.”” (U.S. C. A., title 46, sec. 170 
(7) (a 

3. The American Institute of Marine Underwriters warranty clause referred to 
in item 5, part III, should be corrected to avoid any preference whatever. 

1. The National Shipping Authcrity letter referred to as item 3 of part III 
should be clarified. It has been stated that this letter properly construed does 
not require the operators of National Shipping Authority vessels to utilize Na- 
tional Cargo Bureau, -Inc.; that it was merely sent out to authorize expenditures 
by private operators on National Shipping Authority vessels to National Cargo 
Bureau, Inc., the same as expenditures to private surveyors had previously been 
authorized. If this be true, then the free advertisement and boost which National 
Cargo Bureau. Inc., received in that official letter were certainly uncalled for. 
In any event, however, the letter has been seriously misconstrued, and should 
be clarified to point out that any qualified surveyor is authorized to do the cargo- 
inspection work on NSA vessels. 

5. To avoid the general misunderstanding and confusion as to the position of 
National Cargo Bureau, Inec., under Coast Guard sponsorship, a clarifying bulle- 
tin should be published by the Coast Guard in which it is made clear that so far 
as the Coast Guard is concerned there is no preference whatever for the work of 
National Cargo Bureau, Inc., over that of other reputable established surveyors. 






6. Any further preferential treatment of National Cargo Bureau, Inc., must, 
of course, be avoided. 
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CONCLUSION 


The marine surveyors of the Pacific Coast are not a large professional group. 
They do not compare in size with the doctors, the lawyers, the engineers, or the 
masters cf ships. Whether large or small, however, their business is entitled to 
the same recognition and protection as any other legitimate established private 
business. They do not object to competition on a fair and equal basis, but clearly 
when their competitor receives preferred treatment and even sponsorship from 
the Government, the competition is not fair and equal They have no fear of a 
fair and impartial consideration of their ability and qualifications to perform their 
work, through Coast Guard licensing or otherwise They do, however, most 
strenuously object to any official action which, in complete disregard of their 
qualifications, deprives them of the right as private individuals to seek and per- 
form that work It is the function of our Government to promote and not to 
run rough-shod over established private business. 


May 26, 1953. 
Paciric Coast CONFERENCE OF MARINE SURVEYORS. 
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APPENDIX A 

UNITED STATES COAST GUARD 
MVI 
R 
830, A19 
26 September 1952. 

Mr. Cart FE. McDoweE tt, 
Executive Secreta Y, National Cargo Bureau, Inc., 
. New York 38, N. Y. 

My Dear Mr. McDowe tt: Pursuant to the authority vested in me by the 
Dangerous Cargo Act (46 U.S. C. 170), the National Cargo Bureau, Inc., together 
with its duly appointed agents, is hereby authorized to assist the United States 
Coast Guard in administering the provisions of the Dangerous Cargo Act and the 
regulations of the United States Coast Guard promulgated pursuant thereto with 
respect to: 

(a) inspection of vessels for suitability for loading dangerous cargo; 

(b) examination of stowage of such cargo; 

(c) making recommendations as to stowage requirements of such cargo; 
and 

(d) issuance of certificates of loading setting forth that the stowage of 
dangerous cargo is in accordance with the above-mentioned regulations. 


46067—54——3 
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certificates of loading of the National Cargo Bureau, Inc , may be accepted 
prima facie evidence of compliance with the Dangerous Cargo Act and the 


re i promulgated pursu thereto 
I ‘ ficates of loading cof the National Cargo Bureau, Ine., mav also be 
accepted as prima facie evidence of compliance with the regulations of the Inter 
national Convention for the Safety of Life at Sea, 1948, in connection with the 
preparation of the holds and the stowage and discharge of grain cargoes 
ees vours 
MERLIN O’NEILL, 
Vice Admi al, United State Coast Guard, Commandant 
APPENDIX B . 
UNITED STATI DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION 
Washington 25, D. ¢ February 18, 1953. 
OFFSHIPOPR—Circular Letter—23-53 
To: All ¢ Agents 
Sub} N al Car » Bur a 
Gy M After considera! prelit rv work of organization, the National 
Cases? sn operat on } r 19, 1952 
| Lu a nonprof Ol zation in which industry, insurance and 
rested ( ernment agencies rept nted It is absorbing and expand 
Jureau of Inspection of the Board of Underwriters of New York and similar 
f Board of Marine | s of San Francisco 
i] National Cargo Bureau, [1 ! t up to provide cargo loadi: Inspec- 
wit , on ( It also assists the United States Coast 
(Guar leveloping regulations for t ! towage of dangers s goods in accord- 
a ernational Convention for the Safety of Life at Sea of 1948 
| to tl} fore i ul are herebv authorized to contract for the 
er e of t National Cargo Bureau, Inc., for all loadings of 
NSA ul to include tl ary expense incurred in the appropriate 
| , latio of the National Cargo Bureau. Ine will, in general. indicate 
thy acceptable standard hich shall be observe aboard NSA ships, 
hut ters. of course. are not re ed of their primary and traditional responsi- 
} for the safe stowage of cargo and the iworthiness of their ship Masters 
1 he advised that the survevors of the NCB, Ine., are emploved for the 
1 expert advisory o mn to insure that ships are properly 
1 and orthv for the co ited vovage 
Very t ours 
M. I. GoopMan, 
Chief, Office of Ship Operation National Shipping Authority 
Senator Payne. Do you want to proceed in your own way, Admiral, d 


and just state vour name and connection with this for the matter of 
the record? 

(Admiral SHepHearbD. The name is H. C. Shepheard, rear admiral, 
United States Coast Guard My title is chief officer of merchant - 
marine safetv, Coast Guard headquarters 

With your permission, Mr. Chairman, I would like to present a 
pre pared statement 

Senator Payne. All right, sir; vou proceed in your own way, 
Admiral 

Admiral SHerpHEeaArD. The carriage of grain in bulk on board mer- 
chant vessels has always involved a considerable amount of hazard. 
The inherent nature of this cargo is such that, unless thoroughly 
confined, it will shift with motion of the vessel and thereby seriously 
reduce the vessel’s stability Many vessels in the grain trade have 
disappeared without trace, and it can be assumed that the loss of a 





tf 
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large number of them was the direct result of shifting cargo during 
heavy weather and consequent capsizing or foundering of the vessels. 

Underwriters have long recognized the threat which improperly 
loaded cargoes, especially those including grains in bulk, have pre- 
sented to merchant ships. Consequently, almost a hundred years 
ago, Marine-insurance underwriters on the Atlantic coast were inspect- 
ing the loading of cargo aboard ship. Similar service was established 
on the Pacific coast in 1886. This practice was carried out principally 
for the protection of the insurance underwriters. Activities of the 
underwriters in promoting safe stowage of cargoes have come to assume 
the nature of a pub lic service since the rules they have established 
relating to offshore shipment of goods have been accepted and used 
by Government agencies in establishing rules and regulations govern- 
ing transportation of dangerous articles, explosives, and grains on 
board ships. 

The International Convention for Safety of Life at Sea, 1948, was 
ratified by the United States in 1949 and took effect as an international 
treaty on November 19, 1952. This convention represents agreement 
among the 30 leading maritime nations as to adequate safety require- 
ments to be enforced on merchant vessels engaged in international 
voyages 

Provisions of the convention deal primarily with requirements for 
construction, equipment, and navigation of merchant vessels. In- 
ternational concern for the hazards inherent in transportation of 
grains on board ships is evinced, however, by regulation 2 of chapetr 
VI of the convention. These regulations define grai: cargoes and 
specify requirements to be adhered to in the carriage of these cargoes. 

General provisions of the convention provide for authority of the 
contracting governments to promulgate laws, decrees, orders, and 
regulations and to take all steps necessary to give the convention full 
effect. They also provide that inspections and surveys required by 
the convention are to ” carried out by officers of the country in which 
the ship is registered, or by nominated surveyors or recognized organ- 
izations. Whichever ont der of conducting inspections and surveys 
is used, each government is required to guarantee the completeness 
and efficiency of the inspection or survey. In the United States, re- 
sponsibility for this guaranty, by virtue of the provisions of Reorgani- 
zation Plan No. 26, is vested in the Secretary of the Treasury and, by 
delegation of authority, in the United States Coast Guard. 

As enacted into law through ratification by the Government of the 
United States, the convention establishes certain specific safety re- 
quirements which must be adhered to in the loading and stowage of 
bulk grain cargoes on board ships. The necessity for these require- 
ments has been established for many vears, and the Coast Guard 
desires to enforce these laws in full measure. There are, however 
several deficiencies in the convention as enacted into law which com- 
bine to render it ineffectual, discriminatory, and incapable of full 
enforcement. 

First, the convention does not provide for application of its require- 
ments other than to vessels loading grain cargoes in ports of the 
country in which they are registered. The language of regulation 6, 
chapter I, of the convention provides that 


* * * shall be carried out by officers of the 


Inspection and survey of ships 
country in which the ship is registered. 
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Accordingly, no government is authorized by the convention to re- 
quire inspections and surveys of any vessels other than its own and, 
in consequence, foreign vessels loading bulk grain cargoes in U nited 
States ports may do so without being compelled to comply with the 
requirements established by the convention. This situation is 
highly unsatisfactory since it enables foreign merchant vessels to dis- 
regard the basic minimum safety standards which have been inter- 
nationally established as necessary except when loading in ports of 
their own countries. It is also discriminatory since foreign vessels 
loading grain cargoes in ports of the United States, its Territories, 
and possessions are exempted from requirements in construction and 
equipment which must be established on United States vessels under 
similar conditions. Obviously, United States merchant vessels are 
thereby placed in a very unfavorable economic position as compared 
to foreign vessels in competing for grain cargoes to be shipped from 
United States ie: 

Second, the convention does not provide for imposition of any 
penalties on vessels which knowingly disregard its provisions. In 
the absence of authority to detain vessels which fail to comply with 
the bulk grain cargo loading law, and to impose suitable penalties on 
vessels which willfully violate this law, the Coast Guard is placed in 
the awkward position of bearing responsibility for law enforcement 
without possessing an effective means of making the enforcement 
processes bear any substantial results. 

Third, while the convention does authorize any signatory govern- 
ment to utilize the services of private surveyors or organizations in 
conducting required inspections and surveys incident to it, it does not 
specify the type of inspection or survey agency to which these im- 
portant functions should be entrusted. In view of the fact that the 
Coast Guard is the bureau of the United States Government bearing 
ultimate responsibility for guaranteeing the efficiency and effectiveness 
of the inspections or surveys the Coast Guard strongly holds that, for 
reasons to be discussed in some detail hereafter, any agency so en- 
trusted should be an established nonprofit organization of demon- 
strable experience, capability, and responsibility in the field of ship- 
loading 

The proposed bill has been submitted for the purpose of effectuating 
the convention and of overcoming the above-described deficiencies in 
ii. In addition to authorizing the promulgation of rules and regula- 
tions relating to loading, stowage, and securing of grain cargoes, as 
undertaken by all contracting governments under the terms of the 
convention, and to specifying that the rules and regulations so pro- 
mulgated shall stem from the provisions of the convention, the pro- 
posed bill provides in detail: 

(a) That its provisions apply equally to United States vessels and to 
foreign vessels loading bulk grain cargoes within the territorial 
ae tion of the United States; 

That penalties may be imposed against owners, agents, opera- 
tors, charterers, or other persons holding responsibility for shiploading 
if provisions of the act or of the regulations established under it are 
knowingly violated, and that such vessels may be detained until the 
pees _ of the law and regulations are fully complied with; and 

That the Secretary of the Treasury is authorized to utilize the 
advi ice, services, and facilities of any capable and responsible private 
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nonprofit organization in carrying out the purpose of the convention 
and the grain-loading law. 

It may be said here that the authorization provided for in the pro- 
posed bill accords with congressional practice in the past. <A similar 
and more specific authorization for a private nonprofit organization 
to perform corresponding functions was made by Congress in the 
Merchant Marine Act of 1920 which states in part 

That for the classification of vessels of the United States— 
which means certification as to seaworthiness 


and for such purposes in connection therewith as are proper functions of a classifi- 


cation bureau, all departments, boards, bureaus, and commissions of the Govern- 
ment are directed to recognize the American Bureau of SI ipping as their agency 
so long as the American Bureau of Shipping continues to be maintained as an 


organization which has no capital stock and pays no dividends. 


In a parallel vein, the Dangerous Cargo Act (46 U.S.C. 170) provides 
that in establishment of regulations relating to dangerous cargoes and 
with respect to inspections incident to such regulations 
The Commandant of the Coast Guard may utilize the services of the Bureau for 
the safe transportation of explosives and other dangerous articles, and of such 
other organizations whose services he may deem to be helpful. 

Enactment of the proposed bill will provide the authority which the 
Coast Guard requires to effectively and efficiently implement the 
provisions of the International Convention for Safety of Life at Sea, 
1948, which relate to the loading and tiga of bulk-grain cargoes 
on board ships. With this authority the Coast Guard proposes to 

‘arry out its delegated responsibilities relating to such cargoes in the 
manner and for considerations to be described hereafter. 

The language in principle of regulation 6, chapter I, of the Inter- 
nations! Convention for Safety of Life at Sea, 1948, providing that 
necessary inspections and surveys may be entrusted to surveyors 
nominated for the purpose or to organizations recognized by the 
government, was advocated by the United States delegation to the 
convention. This was done for two reasons. The United States 
delegation of Government and industry representatives then con- 
templated creation of a private nonprofit organization to make the 
necessary surveys to insure safe loading of ships in the United States. 
It was also recognized that certain countries, particularly those with 
small merchant marines, might wish to utilize the services of private 
surveyors or organizations in order to avoid the necessity for estab- 
lishing i inspection services composed of government officers. Similar 
language is used in article 9 of the Loadline Convention of 1930 but 
the Coast Guard has not entrusted conduct of loadline surveys and 
marking of loadlines on ships to private surveyors because of prin- 
ciples similar to those involved in the case of grain-cargo surveys and 
inspections. 

The Coast Guard bears delegated responsibility for enforcement of 
the maritime safety laws and, coincidentally, for inspection work 
required to ascertain that the laws, rules, and regulations are fully 
complied with. With this responsibility in mind the Coast Guard 
concludes that there are only two feasible methods of accomplishing 
the necessary inspections of bulk-grain-cargo stowage. These alter- 
native methods are: First, to perform the work through the agency 
of official Coast Guard inspectors; and second, to authorize—and 
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thereafter guarantee—performance of the work by an officially 
recognized nonprofit organization of demonstrable capability and 
responsibility 

nuns Somers is kinaect-on sienple logic. Safet v of life and property 
at sea is the sole objective of the International Convention and of the 
various United States statutes relating to maritime safety. It is also 
the sole objective of the Coast Guard in implementing the convention 
and safety-at-sea laws. In earrying out this objective it is frequently 
necessary to establish numerous and relatively costly requirements on 
vessels being inspected or surveyed in order to bring these vessels up 
to an acceptable standard of safety. This is especially true in the 
case of vessels carrying bulk-grain eargoes since the inherently 
dangerous nature of grain cargoes often necessitates considerable 
structural alterations and additional installations in these vessels. 

The Coast Guard contends that it cannot guarantee the complete- 
ness and efficiency of inspections of bulk-grain-cargo loading if these 
inspections are performed by surveyors who operate individually or as 
members of organizations on a competitive-profit basis. Wherever 
business competition and profit motives are involved there must 
always be a striving for business, and under these conditions, the 
‘ntion to safety standards may suffer in 
order to maintain friendly relations with the shipowners. The 
shipowners, whose business is likewise highly competitive, are subject 
to the temptation of working with a private surveyor who has demon- 
strated a tendency to approve conditions which ahoul |, as a matter 
of safety, be corrected by expensive alterations or by the purchase of 
additional equipment. The withholding of a private surveyor’s 
certificate—if such were ever done—does not carry the same implica- 
tion of enforcement as would prevail when the National Cargo 
Bureau withholds a certificate 

The foregoing should not be interpreted as a general accusation 
and is not intended to impugn thx on of shipowners or private 
surveyors generally. However, the Coast Guard realizes, as will any 
reasoning individual, that if all aoa and all private surveyors 
conducted their business in accordance with the high ethical standards 
of the majority of them, there would be no necessity for regulations 
such as those included in the International Convention for Safety of 
Life at Sea, 1948, nor for any means for enforcement of these regu- 
lations 

It is entirely feasible that the Coast Guard conduct the required 
inspections of bulk grain cargo stowage through the agency of its 
own personnel, as is done in all other principal maritime nations. 
This procedure would, however, require establishment of a new and 
specialized unit to handle the oseulien problems of cargo surveys. 
It would also involve the expenditure of considerable additional 
Government funds to provide for employment of additional inspection 
personnel and for administration of the cargo survey activities. In 
order to avoid imposition of any additional—and unnecessary— 
burdens on the public purse the Coast Guard believes that the neces- 
sary inspections and surveys of bulk grain cargo stowage can be made 
by a privately operated nonprofit organization specializing in opera- 
tions of this type. One such organization does already exist in the 
United States, and this organization is known as the National Cargo 
sureau, Inc. 


‘ 


necessary high degree of att 
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The National Cargo Bureau is an outgrowth of the cargo stowage 
inspection organizations established many years ago by the marine 
insurance underwriters. It was established, more or less at the behest 
of the Coast Guard, subsequent to the London Conference of Maritime 
Nations which produced the International Convention for Safety of 
Life at Sea, 1948. It was known that the proposed conference would 
consider establishing international requirements for the stowage of 
bulk grains and other hazardous cargoes on merchant vessels and that 
these regulations would require inspection activities of a highly special- 
ized sort. 

The maritime industry already had a well experienced and _re- 
sponsible inspection agency in the underwriters inspection organiza- 
tions. It was obvious that the experience and ability represented in 
these organizations might be of great potential value in enforcement of 
the cargo-loading requirements of the convention. Accordingly the 
Coast Guard invited the Board of Underwriters to adapt its existing 
organizations to provide a uniform nationwide and nonprofit service 
under the joint direction of both industry and Government. This 
was done, and the National Cargo Bureau was incorporated with 
figures of both industry and Government included in the board of 
directors. Government representatives on this board include the 
Commandant of the Coast Guard and the Maritime Administrator. 
Other directorships are filled by representatives of both underwriters 
and shipowners. 

The National Cargo Bureau is a nonprofit membership organization 
which is devoted to the following specific purposes: 

(a) To provide a private agency to formulate recommendations to 
the Government concerning regulations the Government will promul- 
vate on the safe stowage of dangerous goods: 

(6) To provide a medium to work at industry level in the inter- 
national field to achieve uniformity of safety standards and regulations 
for the stowage of cargo; 

c) To be a central information agency to specialize in assembling 
data on the manifold commodities offered for water transportation; 
and 

d) To offer the shipping industry a low-cost cargo loading inspee- 
tion service directly at the loading operation. 

In the National Cargo Bureau the Coast Guard believes it has an 
organization that fulfills its requirements for an ageney which can 
safely be entrusted with responsibility for conducting grain cargo 
stowage inspections. Since the bureau is an outgrowth of the old 
underwriters’ cargo-inspection organizations, it has specialized ex- 
perience and ability in this field. Since the bureau is a nonprofit 
organization, it is free of the competitive considerations which might 
reasonably be expected to react to the detriment of acceptable cargo 
loading inspection practices. Since its direction 1s placed in the 
hands of representatives of Government, underwriters, and ship- 
owners there is strong assurance that its primary concern will be with 
safety of life at sea, which is also the primary concern of the Coast 
Guard. Additionally, since the bureau possesses an extensive and 
comprehensive background of experience in shiploading matters, it is 
well qualified to assist the Coast Guard in carrying out necessary 
activities which supplement but are not necessarily subordinate to 
inspection and survey of grain-cargo loading. These activities in- 
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clude continuing research into and development of better methods and 
aren nt for safer handling of these cargoes; development of in- 

easingly effective regulations to insure uniform application of ade- 
iy ate safety requirements on all grain-carrying vessels; assembly of 
data and other pertinent information concerning carriage of bulk 
grain cargoes on board ships; liaison and close cooperation with under- 
writers and the maritime industry generally in matters relating to the 
safe handling of grain and similar bulk cargoes; and other matters 
pertaining to effective administration of the grain-carriage require- 
ments of the convention 

With the above considerations in mind, the Coast Guard has 
included in its “Rules and Regulations for Bulk Grain Cargo” a 
provision that certificates of loading of the National Cargo Bureau, 
Inc., may be accepted as prima facie evidence of compliance with the 
regulations 

In summary, the proposed bill should be enacted into law in order 
to enable the Coast Guard to effectively carry out its responsibilities 
as established by the Government of the United States in ratifying 
the International Convention for Safety of Life at Sea, 1948. It 
will ap ply internationally accepted safety requirements equally upon 
both domestic and foreign vessels within areas of United States juris- 
diction, thereby increasing maritime safety generally and improving 
the economic position of United States vessels; it will provide the 
teeth needed to make enforcement activities effective by establishing 
power to detain vessels and penalties which may be imposed on them 
when provisions of the bill are violated; and, in implementing its 
provision. 'f will permit utilization of the services of the one type of 
private organization which may, with full assurance, be entrusted 
with responsibility for conducting the specialized inspections and 
surveys Which must be performed. 

In addition to the above accomplishments the proposed bill will, 
if enacted, have the effect of enabling and encouraging industry to 
become increasingly self-regulating in safety matters. This important 
consideration, through improved safety without necessity for expan- 
sion of any Government agency, is in the best interest of industry, 
the Government, and the entire country. 

The proposed legislation, if enacted, will not entail any additional 
expenditure of Government funds. 

Senator Payne. Thank you. At this time we will place in the 
record a letter received from John S. Graham, Acting Secretary of 
the ‘Treasury, received January 7, 1953, pertaining to this matter. 

(The letter, dated January 7, 1953, from Mr. John S. Graham, is 
as follows: ) 

TREASURY DEPARTMENT, 
Washington, January 7, 1958. 
The PRESIDENT OF THE SENATE. 

Sir: There is transmitted herewith a draft of proposed bill to provide for greater 
safety of life and property at sea by authorizing the Secretary of the Treasury to 
prescribe rules for the loading, stowage and securing of grain and other similar 
bulk cargoes. 

The International Convention for Safety of Life at Sea, 1948, was ratified by 
the United States on April 20, 1949, 64 Stat. part II and this ratification was 
deposited on January 1, 1950 with the Government of the United Kingdom. The 
aforesaid convention will enter into force on November 19, 1952. In regulation 2, 


chapter VI of the regulations. which constitute an integral part of the convention, 
there are set forth basic regulations pertaining to the carriage of grain. It is the 
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view of the Treasury Department that these regulations were intended to merely 
outline a basic minimum of safety standards for the carriage of grain aboard ves- 
sels and that additional enabling legislation is required to further effectuate this 
phase of the safety of life at sea program. 

Accordingly, the Treasury Department has prepared the attached legisletion 
which will authorize the Secretary of the Treasury to make such rules and regula- 
tions and to prescribe such restrictions and conditions as he deems necessary for 
the loading, stowage, and securing of grains and other similar bulk cargoes that 
present hazards to the stability of vessels by shifting. 

Under this proposed legislation, the Secretary of the Treasury may avail him- 
self of the advice, services, and fa:ilities of any private nonprofit organization, or, 
with the consent of the head thereof, of any executive department, independent 
establishment, or other agency of the Government. 

The proposed legislation, if enacted, will not entail any additional expenditure 
of Government funds. 

It would be appreciated if you would lay the proposed bill before the Senate. 
A similar proposed bill has been transmitted to the Speaker of the House of Repre- 
sentatives. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
Joun 8S. GRAHAM, 
Acting Secretary of the Treasury. 

Senator Payne. Admiral, I wonder if you could answer this: Is 
the National Cargo Bureau, Inc., engaged in a competition with the 
private marine surveyors on the Pacific coast? 

Admiral SHePHEARD. Insofar as grain cargoes are concerned, I 
would say no. Insofar as other dangerous cargoes, which are covered 
by Coast Guard regulations, I believe they are. 

Senator Payne. Can you tell us in what phase of cargo survey the 
functions of the National Cargo Bureau, Inc., and the private sur- 
veyor overlap on a competitive basis? 

Admiral SHepHearD. Well, the private surveyor might seek to 
obtain the survey work on dangerous cargoes which are to be shipped, 
and if that is the case, the shipowner would certainly not engage the 
National Cargo Bureau, and vice versa, they would not engage, 
generally speaking, both organizations. 

Senator Payne. In other words, you think there would be an 
overlapping there? 

Admiral SuepHearp. I don’t think there would be any question 
about it. 

Senator Payne. Would you say that if the National Cargo Bureau 
is to have official standing from the Coast Guard with respect to 
grain cargoes, this would give them definite competitive advantage 
or some competitive advantage in other fields of cargo survey work in 
which they do compete with the private surveyor? 

Admiral SHepHearp. It definitely would. 

Senator Paynn. Would you want to elaborate on it any, or don’t 
you think it is necessary? 

Admiral Suerunarp. I don’t think it is necessary other than to 
give you my view, that I don’t believe that in the administration of 
any safety function that there should be competition. 

Senator Payne. If the National Cargo Bureau, Inc., is to receive 
the support of the Coast Guard with respect to grain cargoes, would 
you object to a provision which would preclude it from utilizing this 
competitive advantage with respect to other cargoes? In other words, 
if a private organization is to have official enforcement functions, 
delegated to it, don’t you think it would be proper to confine its 
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vities to the functions that are specifically delegated to it so it will 





assure a competitive advantage in other phases of marine survey- 
(\dmiral SHepHearpb. | am not too certain that I follow you, but 


to PAYNI This, as proposed, vives to the National Cargo 
Bureau the support of the Coast Guard and would authorize them as 


the legal agency with respect to surveying grain cargoes—that is 


Ldmu [SH PHEARD That Is correct 

senator | YN Now, would you object, or would the Bureau 
object, in your opinion, to a provision that would preclude their uti 
lizin this competitive provision OF advantage With respect to other 
ircoes other than gram? 
\dmiral SHEPH! ae 1 think objection should be raised to 
e reason that | just stated, that I don’t believe there should 
eld, and the Coast Guard today supervises 
thai loadn r Of e] ss A CXPLOSIVeS, al qd they like Vist supervise other 
types of cargoes, depending upon the degree of hazard, imsofar as 
personnel and facilities permit 

There is no reason why a shipowner, if he wishes to, could not 
engage all the private surveyors that he cares to, but where the regu- 
lations require either the nonproiit organization or the Coast Guard, 
that is going to be in addition 

Now, that is not unusual insofar as the utilization of marine sur- 
veyvors cenerally are concerned The Congress has recognized the 
American Bureau of Shipping in the assignment of loadlines. It just 


parallels this exactly, but if a shipowner believes that the loadline 


to » naval architect or a marine surveyor to question that. We have 
no objection to that 
But if the day comes—I want to be perfectly frank about this, too, 


] 


now that attention is focused on this when the dav comes that 


being assigned by his own organization was in error, he could appeal 


appropriations are not forthcoming for the Coast Guard to supervise 
the loading and unloading of class A explosives and other similar 
cargoes, then | think that regulation would be in order which would 
require either the Coast Guard or a nonproiit organization to perform 
that work to the exclusion of these private survevors 

Senator Payne. You referred on page 8, | think it was, at the top of 
page 8, that with regard to having the Congress handle the particular 
problems of cargo surveys, it would also involve the expenditure of 
ble Government funds to provide for employment of addi- 


considerab 
| inspection personne! 


tional 

My question 1s whether or not there was a fee charge or license fee 
charge made by the Coast Guard in such inspections. 

\dmiral SHepHearp. As of today there are no fee charges made by 
the Coast Guard. 

Senator Payne. Would you figure that such a fee charge could be 
properly provided for that would underwrite the costs of such inspec- 
tion if that were carried out by Coast Guard personnel? 

Admiral SHePpHEARD. Well, sir, | think you are familiar that we 
are under directive to establish fees for all services rendered, and this 
would be one of them when that time comes. 











MISCELLANEOUS BILLS 39 


Senator Payne. Would you feel that such fees would cover the 
costs of such additional personnel? 

Admiral SHerHearp. | haven’t had any experience whatsoever on 
fee charges. 

Senator Payne. It would be pretty difficult to tell whether it would 
or wouldn’t. 

Admiral SHePHEARD. That is correct, sir. 

Senator Payne. Going back to page 5, you mention there about 
the Dangerous Cargo Act (46 U.S. C. 170) that provides: 


In establishment of regulations relating to dangerous cargoes and with respect 
to inspections in¢ dent to such regulations, “The Commandant of the Coast 
Guard may utilize the services of the bureau for the safe transportation of explo- 


} } 


ives and other dange s articles, and of such other organizations whose service 


he may deem to be helpful.’’ 


Would you feel that that particular provision might be properly 


considered to be included in section 4, which appears on page 2 of 
the proposed bill, S. 602? 
Admiral SHEPHEARD. Sir, ] am not a lawyer. Iam just a seaman, 
Senator Payne. I am not, either. I sympathize with you. 


Admiral SHEPHEARD. I am not too certain, but we do have our 
general counsel] here. 

Senator Payne. Would you do this, because I think it is only fair: 
take that suggestion and perhaps submit the thoughts of the Bureau 
to us so that the committee can have that for its information? 


Admiral SHEPHEARD. I would be pieused & , —9. 
Senator Payne. Do you have any questions, counsel? 
Mr. Wesster. I do, Senator. I think for the completeness of the 


record, Admiral Shepheard, and since I am sure you are aware that 
the Pacific coast marine surveyors are objecting to the language in 
section 4 which Senator Payne just quoted, that it would be well to 


have vou refer to certain provisions, certain statements, made in the 


printed protest of the Pacific coast marine surveyors I have marked 
them. 
They mention you in certain instances by name. I think that it 


would be helpful for our record, and in order to give you an oppor- 
tunity to comment, if you care to, on those provisions, to have you do 
it now for us 

I will hand you this printed copy of the protest and direct your 
attention to the last paragraph on page 10, going down to the end of 
the third paragraph on page 11, and ask you if you would like to com- 
ment on that for us, sir. 

Admiral SHEPHEARD. For the record I would be very happy if you 
would give me another 5 minutes to read a complete reply to this 
protest. 

Mr. Wessrer. I think that would probably suit the purpose which 
I had in mind quite adequately, and then you won’t have to bother 


referring to various statements in there. I am sure your reply prob- 
) 


ably covers it; doesn’t it? 
Admiral SHrEPHEARD. Yes 
Senator Payne. You have read the protest? 
Admiral SuHerHearpb. Yes, and this is a reply to the protest. 
Senator Payne. All right, sir; go ahead that way. 
Admiral SHerHEARD. Exception is taken to this protest not only as 
it is factually inaccurate, but primarily because the protest emphasizes 
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only the interests of a few private marine surveyors on the west coast. 
The National Cargo Bureau, on the other hand, was created to meet 
serious problems of the safety of life and property at sea, and was 
designed from the standpoint of the public interest involved, as well 
as being set up to enhance marine safety at the least possible expense, 
inconvenience or injury to the public, the Government or the industry, 
including the marine surveyors 

The International Convention for the Safety of Life at Sea of 1948 
included provisions as to the manner of loading of grain cargoes. If 
improperly loaded, such cargoes shift and consequently are a danger to 
the safety of property and life at sea. Regulation 6 of chapter I of the 
International Convention’s regulations provided that each country 
carry out the necessary inspection and survey of ships and ‘the 
government of each country may entrust the mspection and survey 
either to surveyors nominated for the purpose or to organizations 
recognized by it.” 

The United States delegation to the Convention advocated this 
language as it contemplated the creation of an organization such as the 
National Cargo Bureau to make the necessary surveys to insure safe 
loading of ships. However, it was also recognized that certain coun- 
tries, particularly those with extremely small merchant marines, might 
wish to utilize the services of private surveyors, and so the clause ‘‘to 
surveyors nominated for the purpose’”’ was intended both to meet that 
contingency and to cover the use of government surveyors should a 
government decide to "do the surveying itself. The wording of 
article 9 of the Load Line Convention of 1930 is essentially the same as 
that quoted from regulation 6. However, the Coast Guard has not 
entrusted the survey and marking of load lines on ships to private 
surveyors because of reasons of principle similar to those involved 
here. 

It is on position of the Coast Guard that there are only two feasible 

alternatives for inspection work related to the safety of property and 
life at sea. These alternatives are either to have the work done by 
official Coast Guard surveyors, or by a nonprofit organization similar 
to the National Cargo Bureau. 

The reason for this conclusion is very simple. Safety of life and 
property at sea is not only an objective of the various provisions of the 
International Convention, including the grain-loading provisions, but 
is also the first and most vital function of the Coast Guard as provided 
in many statutes, including those dealing with dangerous cargoes, the 
inspection laws and so forth. However, while safety of life and prop- 
erty at sea is a primary congressional purpose as stated in the marine 
statutes, the equipme nt necessary for such safety is often relatively ex- 
pensive. That is, it costs more to equip a vessel with necessary life- 
boats than to omit them. It costs more to load a ship carefully than 
to do it in a completely careless, haphazard manner. Consequently, 
if safety work such as inspection, survey of loading, and so forth, were 
to be done on a competitive, profit basis, the temptations to relax 
safety standards would be almost irresistible. The temptation would 
be great for shipowners to give their inspection and loading survey 
business to the individual surveyors or inspectors who let them off the 
easiest without insisting on expensive requirements which might in 
fact be essential to safety. 
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Similarly, the privaie surveyor or inspector who depended for his 
profits and his livelihood on how much business he could get from the 
various shipping interests would be under economic pressure to relax 
his safety standards in the hope of attracting further business. That is 
an important reason why reliance on licensing individual surveyors 
would be an inadequate safeguard as they would represent only the 
owners rather than the public, the insurers and the owners. 

However, if the alternative chosen were to have the Government do 
the inspecting and surveying, as is done in all other principal maritime 
nations, there would be considerable extra expense to the Government 
and the taxpayer since the Coast Guard would have to set up a new 
unit to handle problems of cargo survey. Furthermore, it is obvious 
that such an alternative would completely shut out recognition of any 
private surveyor doing cargo survey work impinging on safety. 
Almost all of the eight cargo surveyors working for the Bureau are 
former west aan surveyors working in a civilian capacity, and their 
employment by the Bureau, to that extent, lessened the number of 
individuals competing for private survey work. Any concern for the 
livelihood of marine surveyors might more appropriately be directed 
toward the Bureau surveyors, who are full-time employees whose 
entire livelihood would, in fact, be cut off by aboiition or curtailment 
of the Bureau, while the private surveyors derive only a fraction of 
their income from cargo surveying. 

However, if the Coast Guard were to seek to avoid the burden on 
the re lic purse of adding cargo survey to Coast Guard inspection 
work, it was necessary to assure that the organization chosen to do 
the coe surveying in the interest of safety was subject to none of 
the objections above cited against placing safety inspection in the 
realm of private profit competition. 

For that reason the National Cargo Bureau was sponsored by the 
Government as a nonprofit organization including representatives of 
the Government, namely, the Commandant of the Coast Guard and 
the Maritime Administrator (the protest is in error in stating that 
both Admiral O’Neill and Admiral Shepheard are directors of the 
Bureau; only Admiral O’ Neill is a director) and representatives of the 
underwriters and the shipowners. 

The inclusion of representatives of both the underwriters and the 
shipowners, in addition to Government representatives, is an obvious 
check and balance to assure that safety will be the primary concern 
of the Bureau. Shipowners and underwriters are on opposite sides 
of the insurance contract and therefore are prone to make certain that 
the Bureau does not permit relaxation of reasonable safety standards 
in the interest of either side. 

The Coast Guard’s only reasonable alternative to direct Govern- 
ment action, was the sponsoring of a nonprofit organization like the 
National Cargo Bureau. Actually, the factors above cited make it 
necessary that if a private organization were to do cargo surveying in 
the interest of safety, its functions necessarily had to be mandatory as 
the only alternative to the Coast Guard itself taking over these sur- 
veys. Therefore, the Coast Guard does, and must, insist that where 
surveys of grain cargo loading from a safety standpoint is involved, use 
of the National Cargo Bureau shall be mandatory. Actually, this is 
not “monopoly” but elementary protection of the public safety. The 


Pacific Coast Marine Surveyors stress governmental “favoritism’’ and 
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“monopoly” given the National Cargo Bureau, because, as is under- 
standable, they look at the matter from the standpoint of their own 
individual interests. But the Coast Guard is required by law to safe- 
guard the public interest in the safety of life and property at sea 

Similar Sea ‘rations apply to the safety inspection of the loading 
and handling of dangerous cargo. It is to be noted that the Danger- 
ous Cargo Act makes provision for the use of organizations such as the 
National Cargo Bureau, 47 U.S. C. 170 (7) (a). There is a distinction 
between the loading of grain and similar cargoes and the cargoes con- 
templated by the Dangerous Cargo Act in that grain loading requires 
Government inspection or controlled inspection (such as that by the 
National Cargo Bureau) whereas the Dangerous Cargo Act and its 
implementing regulations do not specify physical inspections. 

At the present time the Magnuson Act, 50 U. S. C. 191, and its 
subordinate regulations, the port security program, provide consider- 
able supervision .of dangerous cargo loading. However the port 
security program is only a temporary wartime measure, and public 
demand upon the end of that program may require further super- 
vision of dangerous cargo loading in the public interest. 

Furthermore, it is understood that there is a growing demand by 
foreign countries upon governmental authorities for evidence of 
compliance where safety loading is concerned. This prompted the 
Coast Guard to authorize the National Cargo Bureau to issue certifi- 
cates that may be accepted as prima facie evidence of compliance with 
the Dangerous Cargo Act. 

furthermore, the competition given the private marine surveyors 
on the Pacific coast by the National Cargo Bureau is not unfair or 
destructive as the protest claims. For example, grain is a relatively 


minor cargo for most shipping on the west coast. The principal in- 
come of most of the private surveyors comes from work other than 
cargo loading surveys. In addition, even before the National Cargo 


Bureau was set up, such organizations as the Bureau of Marine 
Underwriters of San Francisco, or the Board of Underwriters of New 
York, handled a very substantial portion of the cargo surveying busi- 
ness. The National Cargo Bureau, in effect, merely incorporated 
those organizations and took over their surveyors 

It is realized that the operations of the National Cargo Bureau may, 
to some extent, reduce the amount of business available for those 
marine surveyors on the Pacific coast who are not employees of the 
National Cargo Bureau. However, a large field of business does 
remain open to them, and in any event the reduction in their job 
opportunities, while regretted, must be set against the advantages to 
the public interest achieved by the greater assurance of safety produced 
by i organization such as the National Cargo Bureau. 

It certainly would be une seoouaindl from the standpoint of the coun- 
try as a whole to have first a private survey to satisfy the shipowners 
underwriters, or others, and then require a second duplicating surve v 
by the Coast Guard itself in the interest of safety. For similar reasons 
the Coast Guard is in full sympathy with the action of the American 
Institute of Marine Underwriters in adopting a grain-loading warranty 
clause which makes surveys by either a National Cargo Bureau or the 
insurers compulsory. The justifie ation for this clause was obviously 
considerations of safety Gates to those discussed in detail above. 
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It should also be noted in judging the reliability of the protest that 
it contains several very clear misstatements of fact. These include 
not only the erroneous claim that both Admiral O’Neill and Admiral 
Shepheard are directors of the National Cargo Bureau but—for 
example—the statement on page 1 of the protest that the threat of 
monopolizing private cargo surveying is so clear that at least one 
officer of the United States Government has already intimated that 
private marine surveyors may have to seek employment from National 
Cargo Bureau, Inc., or else find some other means of supporting their 
families. What actually occurred was that Admiral Shepheard, at a 
meeting with the various interests concerned, stated to the private 
surveyors: 

I have a hypothetical question to ask you that you may not even want to 
answer. It is ‘If the National Cargo Bureau expanded to the degree that you 
feel it might expand and if employment were offered by that organization, would 
vou accept p»? 

The difference in tone between what Admiral Shepheard said and 
the comment quoted from the protest is so sharp as to be worthy 
of note, as is the comment in the protest that: 


* 


The necessity for licensing has never been recognized * * as a good reason 
for putting the profession out cf business altogether 

This statement, too, is misleading, for the Coast Guard sponsor- 
ship of the National Cargo Bureau will hardly put out of business 
individuals only a fraction of whose income derives from the par- 
ticular type of cargo-loading survey work done by the National 
Cargo Bureau, not to mention the overriding publie interest involved, 

Actually, as has been stressed, it is in this very question of emphasis 
that the whole difference lies between the protest and the position 
of the Coast Guard. The protest is concerned with the individual 
interests of a small group of marine surveyors on the Pacific coast 
(and note that there has been no such protest from the surveyors 
on the east coast) and the actual economic injurv done to the Pacific 
coast surveyors is by no means as large as the exaggeration in their 
protest would indicate. 

The United States Government and the Coast Guard on the other 
hand, must subordinate the needs of any individual group, important 
as they may be, to the overall protection of the safety of life and 
property at sea. To accomplish this without increased governmental 
expense or wasteful duplication of survey work is the worthwhile 
evoal of the National Cargo Bureau. 

Mr. Wesstrer. Admiral Shepheard, I have only one other question 
In a prepared statement which will be submitted or which has been 
submitted to the subcommittee this morning by the Pacifie Coast 
Conference of Marine Surveyors, on pages 5 and 6 of that statement 
the following is said, and I think that you might want to reply to 
it now, if you care to: 

This attitude of the shipping interests brings up another argument which the 
Coast Guard has advanced, although not in writing. Rear Adm. H. C. Shepheard 
was approached by a group of private marine surveyors who made the suggestion 


set forth above 


and this is the suggestion, sir: 


That the Coast Guard need not foster a monopoly by favoring National Cargo 
Bureau, Inec., alone; that qualified surveyors could be licensed for the purpose 


inspecting grain loading; that this would accomplish the purposes of the 


oO 
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Coast Guard and at the same time protect the livelihood of the private surveyor. 
Admiral Shepheard’s argument against this was as follows: that he did not question 
the qualifications and experience of the private surveyor; but that he—or the 
Coast Guard—might be called upon to justify their action in Congress before a 
committee such as this; and that while he could explain to the committee the 
necessity of delegating duties to a single organization such as National Cargo 
Bureau, Inc., he could never explain such delegation to any additional persons or 
groups 


Would vou care to comment on that, sir? 


Admiral SHepHearp. Other than this, it was a rather informal 
meeting we had out there, and I do not recognize the language in 
this any more than I recognize the language in the protest where I 
was referred to as having made certain statements. I can see some 
justification, however, to what is inferred that I said. 

Mr. Wesster. Would you care to elaborate on that justification? 

Admiral SHepuearp. Well, I rather think I have already done so, 
sir, but | am trying to make a distinction between a private surveyor 
who, as an employee of a stean ship company there is no difference, 
in my view, in a steamship company hiring an individual on a fee basis 
than any other employee of this company. 

Now, the stean ship company W ho says 


I don’t want either the National Cargo Bureau, and I do not want to employ 
te services of a private survey’r. I have a man who knows just as much as they 
do in my ownemploy. He is my port captain. I want you to license him. 


Well, where are we going to stop with this recognition? 

Mr. Wessrer. Admiral, I want to point out one thing which your 
counsel might take into consideration in preparing the statement 
Senator Payne has requested, concerning the language which appears 
in the Dangerous Cargo Act. In section 170 of title 46, the language 
is to this effect: 

The Commandant of the Coast Guard may utilize 
And then I will skip 


such other organizations whose services he may deem to be helpful. 


l am wondering whether the Coast Guard takes that to mean that 
Congress intended that the Coast Guard could not utilize the services 
of anyone who worked independently for profit, and I point out that 
if that is the meaning that the Coast Guard has given to that language, 
and if it is proper that they do so, then the language in section 4 of 
the proposed bill would seem to serve no useful purpose except to 
particularly foreclose by legislation the opportunity of such people as 
the Pacific coast conference to perform services of this sort for the 
Coast Guard. I do not know that calls for any comment on your part. 

Admiral SuepHearp. Other than to say that the Congress has 
already foreclosed marine survey work to private surveyors by the 
Merchant Marine Act of 1920 when you recognized the American 
Bureau only as long as it is a nonprofit organization. 

Mr. Werster. I recognize that that distinction was made in the 
statute, and I am sure the subcommittee will take it into consideration. 

Senator Payne. Iam glad the question was raised, however, because 
it just raises in my mind a question of whether or not it would not 
be feasible for the Coast Guard to properly license the private surveyor 
under certain rules and regulations, which license would be valid and 
good so long as faithful performance was accomplished in the interest 
of safety. 
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Now, the reason, Admiral, I mention that is because under the 
Civil Aeronautics operation, the Civil Aeronautics people do conduct 
a considerable portion or some portion of the checking as to pilot 
proficiency and other matters on routine checks from time to time, all 
of which have a bearing upon safety. 

We are all in agreement on that, that it must be maintained, but 
they do carry it on a basis of accrediting certain individuals who may 
work for the private transport lines, for instance, who carry out the 
express duties as set forth by the Civil Aeronautics people, with the 
result that their record has been pretty good. 

Now, when they find that their requirements are not being carried 
out, they have the right and the responsibility to see that that 
procedure is changed. 

Admiral SHePpHEARD. I would be opposed to that, Mr. Chairman. 

Senator PayNr. You would be opposed to it? 

Admiral SHEPHEARD. Yes; I would be opposed to it. There is no 
end then to license. Why don’t we license electricians and all of the 
other surveyors who go into shipyards and represent the owners or 
the underwriters in making a damage survey of a vessel or a dock 
damage—which these same men do that we are talking about, these 
private surveyors. It would be a most difficult thing to police on our 
part. We can police what the National Cargo Bureau is doing 
because they do have a centralized agency. I have been in this 
business going on 30 years now, and I still have something to learn, 
I will admit, but I have made a study of what has brought about 
the high standard of safety we now have in the American Merchant 
Marine. 

You go back to the day the first law was passed in the year 1838, 
and boilers were inspected every 6 months, and a ship was inspected 
every year. That law did not help reduce 1 out of every 7 steamers 
blowing up, and they passed another law in 1852, and that provided 
for supervisors in different areas of the field, and that did not help. 

It was not until 1871 when the Congress set up a centralized agency 
that would bring about uniformity and proper supervision that 

safety really improved. The losses from then on were 70 percent 
less than the ‘y had been previously. So, I certainly do not recommend 
licensing. 

Senator Payne. I believe there is nothing further then at this time. 

Thank you very much, Admiral. 

The next witness or witnesses are representatives of the Pacific 
Coast Conference of Marine Surveyors. 

I understand that both Mr. Wetmore and Mr. David Dunlap are 
present. 

Mr. Duntar. We are, and we would like to appear jointly. 

Senator Payne. I would like to announce at this time that the 
record of this hearing will be kept open so that the reply may be 
given by Admiral Shepheard to the question that was posed, and also 
it is the understanding that both Senator Knowland and Senator 
Mundt have a written statement that they wish to submit to the 
committee and to have included and made a part of the record. 

I also understand that the American Merchant Marine Institute 
likewise wishes to have an opportunity to present a written statement 
for the purpose of inclusion in the record. 
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STATEMENT OF R. H. WETMORE, SECRETARY, AND DAVID C. 
DUNLAP, COUNSEL, PACIFIC COAST CONFERENCE OF MARINE 
SURVEYORS 


Mr. Dunuap. Senator, on behalf of the marine surveyors, when 
this hearing is completed there will be some loose ends possibly that 
we would like to wind up by a written statement, and I would like to 
have the record kept open for that purpose, too. 

Senator Payne. Could you give some idea of how long a period of 
time that would take? 

Mr. Dunuap. I would say 10 days. Would that be satisfactory? 

Senator Payne. Fine. The record will be then kept open for that 
purpose 

Now, if you will just proceed in your own way to present the facts 
that vou wish, we shall be glad to have them. 

Mir. Wetmore. Senator Payne and members of the committee, | 
represent the Pacific Coast Conference of Marine Surveyors as a 
surveyor, and we have prepared a statement and wish to transmit 
this prepared written statement as part of the record, and we have 
the required 25 copies This is titled “To the Senate Committee on 
Interstate and Foreign Commerce, Subcommittee on Water Trans- 
portation: Statement of Pacific Coast Conference of Marine Surveyors 
Concerning Senate Bill No. 602.” 

Senator Payne. Without objection the statement will be included 
and made a part of the record 

The statement of the Pacific Coast Conference of Marine Surveyors 
is as follows 


/ the Ney Committ on Inte late and Fo mn Comme f Nubcommittee on 


STATEMENT OF Paciric Coast? CONFERENCE OF MARINE SURVEYORS CONCERNING 
PENATI BILI No 602 


The Pacific Coast Conference of Marine Survevors, on whose behalf this state 
nt is made, is an organization of the marine survevors of the Pacifie coast who 
are engaged in cargo survey worl Prior to the advent of National Cargo Bureau, 
Tr here we approximately 35 surveyors in this recognized field of private 
lea it Pacific coast ports working either as individuals or in private firms 
Their position was thoroug! estal hed and recognized among all concerned 
the shippi' ndustry Their verv livelihood is now threatened by one of the 
provisi of Senate bill No. 6062 
The 1 ry ar accord with the general purpose of Senate 
No. 602 to promote the safety of life at sea in relation to the stowage of grain 
and other ik cargoes We protest, however, the provision of section 4 of this 
ill which states that in the administrat and enforcement of the regulation 


d pursuant thereto, the Secretary of the Treasury, that is, the Coast Guard, 





may utilize the services of any “private, nonprofit organization’? which mav be 
idered helpful This provision is designed specifically to further National 
Cargo Bureau, Inc., a New York corporatio vhose membership consists largely 
of shipping and underwriting interests \lthough this corporation was estab- 
shed on a nonprofit basis and although many assurances were given at the time 
organization that there was no intention whatever of encroaching upon ay 

f 1 of private endeavor, it is actually in direct competition in cargo survey work 
private survevors The private surveyors do not object to competition as 

but when one of the competitors has the advantage Of spot sorship and 


ivored treatment from the Government, the competition is clearly unfair 
Preferential treatment from the Government which National Cargo Bureau. 
Ine., has already received in connection with cargo survey has placed the private 








MISCELLANEOUS BILLS 47 


surveyor under a tremendous competitive handicap and has resulted in the loss 
to the private surveyor of substantial portions of his work. One San Francisco 
surveying firm has been forced to drop two surveyors from its staff because of 


work lost to National Cargo Bureau, Ine., as a result of the preferred position 


in which the Coast Guard has placed that concern. A Los Angeles survevor has 
been run out of business completely. National Cargo Bureau, Ine., has taken 


his accounts. In our letter of March 5, 1954, to Senator Knowland we sum- 
marized a few of the recent grievances of the private surveyors with respect to 
the Coast Guard’s policy of favoring National Cargo Bureau, Ine., and pointed 
out several instances in which the private surveyor lost his work directly as a 


result of this favoritism. Copies of thsi letter are transmitted herewith. We 
shall, at the committee hearing, review a number of additional examples of this 
very serious threat to the business of the private surveyor. Unless the competitive 


preference which National Cargo Bureau, Ine., received can be eliminated and 
corrected, the trend already started will continue and National Cargo Bureau, 
Ine., will monopolize the whole cargo survey field. 

We have previously prepared a booklet entitled ‘‘Protest Against the Govern- 
ment-Sponsored Monopolistie Activities of National Cargo Bureau, Inec.’’ Copies 
of this protest have been delivered to the committee and additional copies are 


transmitted herewith. We respectfully request careful consideration of the ma- 
terial set forth in this protest. We shall not attempt to duplicate it in the present 
statement. ‘fosummarize in briefest possible form, this protest recites the history 


of the organization of National Cargo Bureau, Ine., and reviews the preferential 
treatment it has received from the Coast Guard and demonstrates that these 
preferences are a wholly unwarranted encroachment by the Government on 
private enterprise—which, unless stopped, will foster a Government-sponsored 
monopoly. 


I] 


Section 4 of the bill is designed specifically to sanction the perpetuation of this 
oast Guard favoritism toward National Cargo Bureau, Ine We sav “‘sanetion’’ 
because it is to be noted that even without any statutory authority the Coast 
Guard has already presumed to do what it is now seeking congressional authority 
for 

The International Convention for the Safety of Life at Sea of 1948 contains 


provisions relative to the loading of grain cargoes for vessels et 


( 


aged in inter 
national voyages. By Presidential Proclamation 10402, effective as of September 
10, 1952, the President designated the Treasury Department, that is, the Coast 
Guard, to administer this and certain other portions of the International Con- 
vention for the Safety of Life at Sea. 

The Executive order did not, however, authorize the Coast Guard to delegate 
ts functions or pass on its resp ynsibilities to anyone else, either public or pris 
Nevertheless the Coast Guard, in its regulations respecting the loading of grain 
issued under date of October 18, 1952, expressly provided that certificates issued 








by National Cargo Bureau, Inc., should be prima facie evidence cf compliance 
with the provisions of the regulation (Federal Register, sec. 144.10—25 Coast 
(;uard directives under this regulation have been to the effect that a vessel loaded 
with grain may not be cleared for sailing without such a certificate from the 
National Cargo Bureau, Ine., or clearance from the Coast Guard itself In 





other words, the Coast Guard has already taken it upon itself to delegate its 
enforcement duties to this private organization, notwithstanding its lack of 
authoritv so to do 

Apparently the Coast Guard recognizes the doubtful legality of its action 
If the action which it had already taken were legal, there would be no occasion 
for the inclusion of the provision of section 4 of the bill to which we have referred 

Thus, the Coast Guard has already, without any authority, taken it upon 
itself to favor a selected, private organization engaged in competition with other 
private concerns in a field long established as a field of private endeavor he 
Coast Guard is now seeking congressional approval of this highhanded action. 
We respectfully submit that that approval should not be granted 

The merit of our position as demonstrated by our protest and a consideration 


of the foregoing factors is self-evident Simply stated, it is the function of this 
Government to foster private business, both large and small, and not to foster 
any monopoly The remainder of this statement will be devoted largelv to an 


answer to various arguments raised by the Coast Guard and by National Cargo 
Bureau, Inc., in support of the favoritism of the Coast Guard toward National 
Cargo Bureau, Ine In this connection we refer the committee to the Coast 
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Guard’s written comments on the protest of the marine surveyors, copies of 
which comments have undoubtedly been furnished to the committee. 

The Coast Guard has argued that considerations of safety of life at sea necessi- 
tate its favoritism toward National Cargo Bureau, Inc., for the following reason: 
That the Coast Guard itself is not in 9% position to undertake inspection of the 
loading of grain cargoes and that it is therefore necessary for it to place this 
function in private hands; that private surveyors will, in requiring compliance 
with the regulations, yield to the economic pressure of the operators and will 
hence not properly enforce the regulations; that National Cargo Bureau, Inc., 
on the other hand, organized by shipping and underwriting interests, can be 
depended upon to exact full compliance with the regulations and thus promote 
the safety of life at sea. There are several complete answers to this argument: 

1) It may be noted first that the Coast Guard does not contend that private 
surveyors are any less qualified by experience and capability than employees of 
National Cargo Bureau, Inc. There is no question but that the wealth of experi- 
ence of the cargo surveyors on the Pacific coast qualifies them fully for this work. 

(b) So far as economic pressure from the shipowners is concerned, experience 
to date has been in the opposite direction from that which the Coast Guard 
assumes As indicated in the examples cited in the attached letter to Senator 
Knowland, to the extent that there has been any relaxation of requirements, it 
has been by National Cargo Bureau, Inc., itself, and not by the private survevor— 
with the result that the private surveyor has lost accounts to National Cargo 
Bureau, Ine. 

The private surveyor is thoroughly established and recognized as an inde- 
pendent surveyor. Just like the independent certified public accountant who is 
paid by the firm for whom he performs his audit, the private surveyor is neverthe- 
less fully and thoroug independent On the other hand, there is nothing 
whatever independent ¢ t National Cargo Bureau, Inec., which is controlled bya 
membership consisting of the very operators and underwriters who utilize survey 








services. 

(d) We agree, that only qualified persons should be entitled to survey and 
inspect grain loading, but among those qualified to perform there should be no 
discrimination In other words, qualification to perform the work should be 
judged on the merits and not by whether or not a particular individual is willing 
to seek employment from National Cargo Bureau, Inc. The private surveyors 
are perfectly willing to submit to licensing by the Coast Guard to determine their 
qualifications in this particular. Certainly through such licensing and through its 
power to revoke licenses the Coast Guard will maintain more control than it now 
maintains (without authority from Congress) through the shippers and under- 
writers themselves in the National Cargo Bureau, Inc. 

The Coast Guard is apparently content to rely upon what it considers to be a 

em of checks and balances which it assumes to be inherent in the National 
Cargo Bureau, Inc., as a result of the fact that it is composed of operators and 
underwriters who are on opposite sides of the marine insurance contract. In 
her words, the Coast Guard’s reliance is placed upon a counterbalancing of 
interests as between the assumed purely private interest of the operator to have 
his vessel loaded as cheaply and fully as possible and of the assumed purely private 
interest of the underwriter to have it loaded as safely as possible. Certainly 
Coast Guard licensing of aualified surveyors would provide a far more positive 
assurance of proper survey work than any reliance upon this continued interaction 
of conflicting private interests. 


IV 


The Coast Guard states that there has been no protest in connection with its 
action from marine survevors on the east coast. The reason for this is that the 
bulk of the survey work on the east coast had, prior to the establishment of 
National Cargo Bureau, Inc., been handled by the Board of Underwriters of New 
York National Cargo Bureau, Inc., merely absorbed its functions. The situa- 
tion on the west coast where cargo survey work has long been recognized as a 
field of legitimate private endeavor is obviously far different. 


\ 


The Coast Guard cites as a precedent for its action the Dangerous Cargo Act 
(46 U. 8S. C. see. 170). This statute, among other things, authorizes the Coast 
Guard to issue regulations concerning the loading, stowage, and handling of 
dangerous cargoes on vessels. Section 170 (7) (a) provides for the issuance of 

gulations by the Coast Guard, and then provides as a part of the same subsection 


re 
that the Coast Guard Commandant may 
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* * * utilize the services of the Bureau for the Safe Transportation of 
Explosives and Other Dangerous Articles and of such other organizations 
whose services he may deem to be helpful. 

From the context of the section, it is clear that this statutory provision merely 
authorizes the Coast Guard to utilize the services of other organizations in the 
establishment of regulations with respect to the matters recited in the subsection. 
It does not in anv wav authorize the Coast Guard to delegate its duties in the 
enforcement of the act and the regulations issued thereunder. It does not author- 
ize the Coast Guard to delegate its policing duties. Hence, it is no precedent for 
the clause now in question which would authorize the Coast Guard to delegate 
enforcement functions to a nonprofit private organization. 
VI 

The Coast Guard has also cited as a precedent the American Bureau of Shipping, 
which is a private nonprofit concern and which, pursuant to official authority, 
performs certain functions in connection with the classification of vessels. This 
precedent, however, is not a precedent for Coast Guard sponsorship of a private 
organization engaged in direct competition with other private firms. The Ameri- 
can Bureau of Shipping performs certain limited functions which are thoroughly 
recognized in the industry and which do not encroach or attempt to encroach upon 
the work of the private surveyor. The American Bureau of Shipping is not 
engaged in competition with the private surveyor and the fact that it has been 
selected to carry out certain functions, therefore, does not give it any competitive 
advantage such as the competitive advantage the Coast Guard is now seeking to 


have the Congress confirm to National Cargo Bureau, Inc. 


Vil 

Although the Coast Guard does concede that the operation of National Cargo 
Bureau, Inec., ‘‘may, to some extent reduce the amount of business available”’ 
to private marine surveyors, it seeks to minimize this on the basis of the assertion 
that grain cargoes are only a small portion of west coast tonnage. True, the loss 
of grain would not take away the business of all the west coast surveyors. We 
have pointed out, however, that one San Francisco firm which has lost its grain- 
loading work has been forced to reduce its staff by two surveyors. Furthermore, 
the effect of the Coast Guard action is not confined to grain cargoes. Since 
National Cargo Bureau, Inc., holds itself out on a competitive basis to perform 
all cargo loading survey work, the preference it has received with respect to grain 
has given it an advantage in competing for other cargoes. The result has been 
that in many instances it has not been just the grain loading accounts which the 
surveyors have lost, but the complete accounts of the lines involved as well. 

Furthermore, if the Coast Guard succeeds in securing this authority to delegate 
on a discriminatory basis, there is no telling where this will stop. The Coast 
Guard has already (without any statutory authority) designated National Cargo 
Bureau, Inc., ‘‘to assist’? the Coast Guard in connection with dangerous cargo. 
(See letter of Merlin O’ Neill, Commandant, Coast Guard, to Carl E. McDowell, 
executive secretary of National Cargo Bureau, Inc., of September 26, 1952, being 
appendix A to our protest.) Steps in this direction certainly indicate the 
substantial threat that private surveyors will be put out of business completely. 
A large portion of vessels leaving port contain some dangerous cargo and if 
National Cargo Bureau, Inc., is able to monopolize this field there will be nothing 
but a few dregs left for the private surveyor. 


VIII 


We are fully aware that Senate bill 602 is supported by a substantial 
portion of the shipping fraternity. We have discussed this question with a 
number of shipping operators. Almost unanimously they are extremely sympa- 
thetic with the position of the private surveyor, whom they have worked with 
and respect. Their primary desire, however, is to keep the Coast Guard off 
their vessels. As an alternative to this they are therefore willing to sponsor 
National Cargo Bureau, Inc., notwithstanding its encroachment upon the work 
of the private surveyor. This attitude is certainly understandable so long as 
the Coast Guard maintains the position that if the shipowners do not accept 
National Cargo Bureau, Inc., and the monopoly which it stands for, then the 
only alternative will be Coast Guard inspection of the loading of the vessels. 
We have demonstrated above that this is not the only alternative; that a far 
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ed March 19, 1954. 


Pactric Coast CONFERENCE OF MARINE 
SURVEYORS, 
By R. H. Wetmore, Secretary. 
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APPENDIX A 


Paciric Coast CONFERENCE OF MARINE Surveyors. Ine 
San Frane CO Calif March 5, 195 


Re National Cargo Bureau, Inc., on west coast 


Hon. WitutrAmM F. KNOWLAND, 
Senate Office Bu ng, Washington 25, D. ( 


My Dear SENATOR KNOWLAND: You will remember that the writer called upon 








vou last summer on behalf of the marine survevors of the Pacifie coast At that 
time your office was advised, both in our discussions and by a formal protest 
which we presented, of the organization of the National Cargo Bureau, Ine., under 
Coast Guard sponsorship, s°t up to compete directly in the cargo survey field with 
private surveying firms which on the west coast have long engaged in this work 
Your administrative assistant, Mr. William Jaeger, voted considerable time to a 
consideration of our protest and w reat! appreciate your interest and the inte 
est of vour staff on our behalf. We are writing this letter to advise vou of recent 
developments which have taken place in connection with cargo survey work o1 


the Pacific coast which substantiate our anxiety of last vear that National Cargo 
Bureau, Tne th the favoritism which the Coast Guard has accorded it. would 
ultimately put private cargo surveyors out of business We feel that the time ha 
come for action which will definitely stop this Government sponsored encroacl 
on a reputable established private enterpris 
lowing specific and documented examples of w 





has happened 
gret that in explaining this situation it will be necessary to review at some 
h various technical considerations in the surveying field This review is 


however, necessary to an understanding of the insidious nature of the ‘‘ereepir 





paralysis’? which conironts the private surveyor on the Pacific coast and we hop 
that you will bear with us 

As you know, the Coast Guard has designated the National Cargo Bureau 
Inc., as its agent for purposes of the bulk grain cargo loading regulations of the 
Coast Guard adopted pursuant to International Convention for the Safety of 
Life at Sea of 1948 Coast Guard authorization in this connection as set forth i 
Merchant Marine Safety Memorandum No. 16—53 provides in effect that a ve 


sel loading bulk g 





g cargo must be attended either by a surveyor employed by 
the National Cargo Burea e Ine or, lf the ¢ perator ¢ hooses to employ & private 
survevor, then by the Coast Guard itself. The above Coast Guard memorandum 
provides specifically that: 
‘As indicated in the preceding paragraph, the Coast Guard recognizes cer- 
tificates of loading of the » 


compliance with applicable regulations Certificates of surveyors other than 


vational Cargo Bureau as prima facie evidence of 


those representing the National Cargo Bureau will not be accepted as evi 
dence of such compliance In the event that the services of the National 
Cargo Bureau are not contemplated for the purpose of certifving con pllance 
with the regulations, the Coast Guard merchant marine inspectors will take 
all necessary steps to insure that the vessel is inspected prior to loading, that 
all requirements of the regulations are complied with, and further, that dur 
ing loading, inspection will be continued. In view of the workload which this 
would impose on the Coast Guard, as well as defeating the purposes for which 
the National Cargo Bureau was formed, the services of the National Cargo 
Bureau are to be encouraged.” 

The examples which we shall cite illustrate the manner in which employment 
of National Cargo Bureau, Inc., to the exclusion of the private surveyor has been 
encouraged within the meaning of the foregoing memorandum. 

The grain-loading regulations over which National Cargo Bureau, Ine., ha 
been given special authority are not the only regulations which the operator and 
his surveyor must follow in loading a vessel and preparing it for its voyage in 





seaworthy condition. Among others, the loadline regulation contains special re- 
quirements in relation to the battening down of hatches. This regulation, taken 


in conjunction with the bulk grain-loading regulations, has resulted in some seri- 
ous difficulties in the loading of shelter deck type vesst Is 

One of the requirements of the grain loading regulation is that if a deck is to 
be loaded with grain a feeder box of substantial dimensions must be ineluded at 
a level above the level of the deck to be loaded. The purpose of the feeder box 
is to supply additional grain which will fill any slack space in the grain loaded in 
the deck below so that there will be no opportunity for shifting of the grain. It 
is, of course, impossible to install a feeder box in a hatch above a deck if the hatch 
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is battened down. The net result of this is when the loadline regulation requires 
the battening down of a hatch it becomes impossible to use the deck below for the 
loading of bulk grain if the grain loading regulation requirement of feeder boxes 
is to be complied with. Several of our surveyors have had experience with this 
type of situation in the last several months. 

Between November 18 and 24, 1953, the San Francisco firm of Pillsbury & 
Martignoni was retained to attend the loading of a cargo of bulk rice on the 
Japanese Mitsui steamship Kenkoku Maru. In compliance with the Coast Guard 
memorandum respecting grain loading when a private surveyor is retained instead 
of National Cargo Bureau, Inc., a representative of the Coast Guard also attended. 
By reason of the necessity of complying with both the loadline regulation and the 
grain regulation, the vessel was unable to lift the amount of grain prescribed by 
its charter party and it therefore had to leave a substantial pertion of 1ts cargo 
behind, having only 1 deck instead of the contemplated 2 decks which could be 
devoted to the loading of bulk grain. The surveyor made every effort at that 
time, in econjunetion with the Coast Guard and its representative, to arrive at 
some method of applying existing regulations which would permit the vessel to 
utilize its full loading space for its cargo without impairing the seaworthiness of 
the vess« Che Coast Guard was unable to provide any solution and advised 
that it was necessary to adhere strictly to all regulations. 

As a result the surveving firm lost the account to National Cargo Bureau, Ine. 
Attached hereto is a copy of a letter of January 25, 1954, which the firm received 
from the agents for the steamship company in which a letter from Mitsui Steam- 
ship Co. is quoted. We eall your attention particularly to the following state- 
ment in the tetter: 

On the contrary, we were reported from the States Marine that National 
Cargo Bureau surveyor, with the Coast Guard approval, allows to stow bulk 
rice in bridge deck space with bins, using the bridge deck hatch trunks 
as feeders and they recommend all Japanese vessels loading San Francisco 
to use National Cargo Bureau surveyor for flexibility of regulations. 

Therefore we would appreciate your nominating National Cargo Bureau 
urveyors as cargo surveyor for the vessel to load the cargo as much as 
possible.” 

This flexibility of regulations as applied to this situation by National Cargo 
Bureau, Inec., had, we understand, been permitted by the Coast Guard for the 
benefit of the operator who retained National Cargo Bureau, Inc., in other coast 
ports even before the loading of the Kenkoku Maru. It was also applied to the 
Kenkoku Maru itself in San Francisco on a subsequent voyage, when the vessel 
sailed on February 8, 1954, after having been fully loaded with grain under the 
direction of National Cargo Bureau, Ine., with feeder boxes which precluded 
battening down of hatches. 

Upon receipt of the above letter we took the matter up with the Coast Guard 
in an effort to ascertain why National Cargo Bureau, Inc., with Coast Guard 
approval, was permitted to relax requirements of the various regulations (in this 
instance the loadline regulation over which the Coast Guard has not to date given 
National Cargo Bureau, Inc., any express formal authority at all) while the 
private surveyor, even with the Coast Guard present, was not permitted to do 
the same thing. Attached is a copy of our letter to the Coast Guard of February 
12, 1954, in which these questions were raised. Attached hereto also is the reply 
of the Coast Guard of February 17, 1954. You will note the statement that 
although there have been no changes in the loadline regulations or the bulk grain 
cargo regulations there is an understanding effective December 1, 1953, that the 
loadline regulations should not be applied to preclude the installation of feeder 
boxes, thus permitting the loading of bulk grain on the deck below. 

It is not our purpose in this letter to consider the wisdom of any relaxation of 
the various loading and other requirements, standardized by treaty, congressional 
action and Coast Guard regulations which have been adopted to insure that all 
vessels will leave port properly loaded and in seaworthy condition. It is our 
purpose rather to point out that if the private surveyor is to have any chance at 
all to stay in business, he must be accorded fair and equal treatment by the 
Coast Guard. In other words, any proper requirements concerning loading must 
be applicable equally whether the loading is handled by National Cargo Bureau, 
Inc., or by a private surveyor. 

It is, or course, noted that according to the Coast Guard letter of February 17, 
the ‘“‘understanding’’ which permitted the elimination of the requirement con- 
cerning battening down of hatches was effective as of December 1, 1953, just. the 
week following the first loading of the Steamship Kenkoku Maru which resulted 
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in the private surveyor’s loss of the account. But it should also be noted that 
this understanding had been in effect in other ports prior to that time and that the 
Coast Guard did not see fit to call the attention of private surveyors to this 
understanding until specific inquiry was made. 

Also, the experience of another private surveyor in San Francisco raises further 
question about the date on which this understanding became effective. Capt. 
Thomas Hunter, a surveyor of 20 vears’ experience in San Francisco, was 
called upon to attend the loading of the Norwegian vessel motorship Vinges 
during the latter part of November 1953. He acted in conjunction with a repre- 
sentative of the Coast Guard, inasmuch as bulk grain was to be loaded. Here 
again the aifficulties of applving both the bulk grain regulation and the loadline 
regulation were encountered. The vessel was a two-deck ship and the second 
deck was regarded as a shelter deck, and the Coast Guard required that the hatches 


between it and the lower deck be battened down There was therefore no way 
to install feeder boxes which would permit even the lower deck to be used for 
grain and as a result the vessel proceeded to sea without cargo At this time, in 


late November 1953, every effort was made by the private survevor in conjunc- 
tion with the Coast Guard officer present to find some way of loading the vessel 
in compliance with the applicable requirements (As a result of the inability of 
the private survevor, with the Coast Guard, to load the vessel in accordance with 
applicable requirements the private surveyor lost the account to the National 
Cargo Bureau, Inc.; and in December, a sister ship of the motorship Vinges of 
the same design as the Vinges, arrived for grain loading under National Cargo 
Bureau, Ine. On this oeeasion National Cargo Bureau, Inc., loaded the lower 
deck with bulk grain and complied with the load line requirements that the 
hatches be battened down, by dispensing with any feeder boxes at all. In lieu 
of feeder boxes the National Cargo Bureau installed additional partial bulkheads 
in the lower deck on which the grain was loaded, apparently on the theory that 
these were satisfactory equivalents for the feeder boxes in preventing grain 
shifting. The grain loading regulation permits the use of equivalents under 
authority of the Coast Guard or its authorized representative 

We do not propose to take up the question of whether or not such partial 
bulkheads are satisfactory equivalents for feeder boxes. But if they are satis- 
factory equivalents for the National Cargo Bureau, Inc., then they must also be 
satisfactory equivalents for the private surveyor (with the Coast Guard itself 


present). In other words, in this case, the Coast Guard itself denied the loading 
of the vessel by use of such equivalents or any other means. But when the vessel’s 


sister ship was loaded the following month under the Coast Guard’s authorized 
representative, National Cargo Bureau, Inec., in competition with private sur- 
veyors, the use of such equivalents was permitted and the private surveyor had 
lost his account. 

It is also significant to note that this second loading occurred in December, some 
time after December 1 when the Coast Guard states that the understanding with 
respect to the elimination of the requirement of battening down the hatches 
beeame effective. If this understanding was effective at that time it seems strange 
that National Cargo Bureau, Inc., should thereafter dispense with the feeder-box 
requirement instead of dispensing with the requirement relating to battening down 
in accordance with the understanding. 

The net result in both of the above cases, however, has been that the private 
surveyor has lost the account. These are just examples of what has happened 
Captain Lapsley, of San Pedro, has lost the Japanese N. Y. K. account, all phases 
of cargo work; Capt. Robert Owens, of San Pedro, is completely out of business; 
the long-established San Francisco firm of Genereaux & Hansen has lost the 
N. Y. K. account, all bulk car loadings of the Pacific Far East Line, the grain 
loadings of the American President Line, the grain loadings of the Italian Line, 
and has been forced to cut two surveyors from its staff. Pillsbury & Martignoni, 
of San Francisco, has lost to date the Mitsui Line, all phases of cargo work, and all 
grain loadings of the Orion Steamship Line. Capt. John Hayes, of San Francisco, 
has lost the Maersk Line and the Fred Olson Line, which accounts consist of all 
types of cargo work and others, so that his business has been cut approximately 
in half. 

Captain Lapsley, one of the senior surveyors in San Pedro, has been asked to 
undertake survey work for National Cargo Bureau, Inc., on accounts which he 
has lost to National Cargo Bureau, Inc. Clearly, there is no consideration of 
safety of lite at sea which makes him any more qualified when he is retained by 
National Cargo Bureau, Inc., than when he is retained on a private enterprise 
basis by the operator. As a matter of fact the examples cited above demonstrate 
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the } likely to relax essential requirements than Na- 
) {Lal l . 
«These re t ‘monstrate that National Cargo Bureau, Inc., is not (as 
. \ icroscopie intervention” in the business of the 
Dr ut it coast The recent events demonstrate what is 
ound to t when » Government sponsors &@ private organization (either 
profit. or no tes directly with private enterprise 
The Coa American Bureau of Shipping as a precedent for 
National Cargo Bureau Ir lhis nonpront concern functions under Coast 
Guard authority in connection with the classification of vessels. But it is not 
comparable to National Cargo Bureau, Inc., because it does not compete with the 
private surveyor Its funetions are well defined and clearly limited National 
Cargo Bureau, Inec., on the other hand holds itself out to undertake cargo loading 
rvey work of any and all types in direct competition with the private surveyor 
With Coast Guard favoritism, even though the favoritism is presently confined 


to particular types of cargoes, there is no limit to how far National Cargo Bureau, 
Ine., can go in monopolizing the cargo survey field 

During the writer’s attendance in Washington last summer, various suggestions 
vere made that we negotiate with National Cargo Bureau, Ine., to attempt to 


find some workable solution to these difficulties. We did contact a representative 
f National Cargo Bureau, Inc., for this purpose \ number of suggestions were 
iade which we believe would have worked out effectively. The board of directors 


of National Cargo Bureau, Inc., however, truned down all suggestions. This 
action, coupled with our recent experiences and loss of business to National Cargo 





Bureau, [1 makes the handwriting on the wall quite clear Unless appropriate 
action is taken (and National Cargo Bureau, Inc., itself refuses to participate 
therein) the privé survevor will be out of business 





We appreciate, Senator Knowland, the multitude of responsibilities which your 
‘ongress entails, but we have a meritorious cause if private 








nterp! yusiness ever had a meritorious cause We appeal to you 
und to ou ‘presentatives in the Congress to take action not merely to 
Dr + +} r small business from Governme! “spol sored monopoly but 
to insure at nos thing may happen to any reputable, honest, long-established 


business in America 

We respectfully suggest that a careful and thorough investigation of these evils 
be made by an appropriate congressional committee or otherwise. If, on the basis 
of the findings arrived at, the Coast Guard remains adamant in its sponsorship of 
National Cargo Bureau, Inc, to the detriment of the private surveyor, then 
appropiate legislation to prevent such favortism should be enacted. 

Very truly yours, 
R. H. Wermore, Secretary 


FurRNEss, Wiruy & Co., LTb., 
SAN Francisco, Cauir., January 25, 1954, 
Re Mit 1 Steams! ip Co, Ltd bull 
PinuspuRY & MARTIGNONI, IN«¢ 
San Francisco. Cal 


Attention: ( apt R H Wet mor 


rain loading, survevors 


Js 





DEAR SIR We have for acknowledgment your letter of the 22d instant and 
i} reply can do no better h quote from a postscript addressed to us on a 
etter addressed to the master of the steamship Aenkoku Maru by the Mitsui 





Steamship Co., Ltd., Tokvo, Japan, as follows: 
‘As for loaded quantity of bulk rice aboard steamship Aenkoku Maru, we have 


duly noted from your memorandum re ‘‘Loading full cargo rice, San Francisco, 








November 1953” sending us by vours of December 4, 1953, that the United 
States Coast Guard ruled that no feeders could be built in the bridge deck because 
this would preclude the battening down of the main or freeboard deck so that the 
vessel could stow at most 8.416 long tons even if the lower hold stowage went 
etter than 46 cubic feet 
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On the contrary, we were reported from the States Marine that National 
Cargo Bureau surveyor, with the Coast Guard approval, allows to stow bulk 
rice in bridge deck space with bins, using the bridge deck hatch trunks as feeder 
and they recommend all Japanese vessels loading San Francisco to use National 
Cargo Bureau surveyor for flexibility of regulations 

Therefore we would appreciate your nominating National Cargo Bureau 
surveyors as cargo surveyor for the vessel to load the cargo as much as possible 

We trust that the foregoing fully answers the queries contained in your letter. 

Yours very truly, 
FuRNEss, Wiruy & Co., Lrp 
By ©. Pryor. 


APPENDIX C 


Paciric Coast CONFERENCE OF MARINE SuRVEYORS, INC., 
San Francisco, Calif.. February 12, 195 


Re loading bulk rice Kenkoku Maru, pier 90, San Francisco, between November 
18 and 24, 1953 
( OMMANDANT 
United States Coast Guard, 
San Francisco, Calif 
Attention Captain Callbeck 
DAR Sir: We wish to relate an incident oceurring in the port of San Francisco, 
hich has caused hardship to the steamship operator we represented and which 
has been instrumental in the loss of one of our accounts that we have served 
atisfactorily for many years 
As you know, in accordance with governing Coast Guard memorandum, we 
were privileged to attend the loading of bulk rice on the Japanese Steamship 
Kenkoku Maru in conjunction with a representative of the United States Coast 
Guard, in lieu of the operator appointing a National Cargo Bureau survevot 
( 
n 


In complying with existing United States 


ilso regulations as outlined in the Internatic 


ast Guard grain regulations and 


Oo g 
al Load Line Act concerning par- 


ally enclosed superstructures on shelter-deck vessels, we were unable to utilize 


} 


the shelter-deck hatches to install feeder boxes, which would preclude the battening 


down of the shelter-deck hatch coamings and, as a result, not only was the cubic 
. 


f the feeder box lost but tl 
he lower ‘tween deck-feeder box resultin 





»-entire cubie space of the lower ‘tween deck (excludis 





g in the vessel’s being unable to lift 
the amount of grain as prescribed by the charter party and, therefore, making it 
} 





necessary for vessel to leave cargo behit 

We have in our possession a factual copy of a letter indicating that on the con- 
trary ‘“‘the National Cargo Bureau surveyor, with the Coast Guard approval, 
allows to stow bulk rice in bridge-deck space with bins, using the bridge-deck 
hatch trunks as feeders and recommend all Japanese vessels loading San Francisco 
to use National Cargo Bureau surveyor for flexibility of regulations. Therefore, 
we would appreciate yvour nominating National Cargo Bureau surveyor as cargo 
surveyor for the vessel to load the cargo as much as possible.”’ 

In light of the above inducement we lost our old account to the National Cargo 
Bureau and on February 8, 1954 the Kenkoku Maru sailed from this port (with 
National Cargo Bureau certificate) with a fuli cargo of bulk rice, utilizing her 
shelter-deck space for feeder boxes and not observing the International Load Line 
Act with regard to battening down the shelter-deck hatch openings, a regulation 
we wert compelled to observe during the November loading 

We would greatly appreciate your advising us if any of the regulations of the 
United States Coast Guard or International Load Line Act, which applied to us in 
November 1953, has either been changed or relaxed so as to allow the above- 
mentioned type of loading 

Very truly vours, 


R. H. Wermore, 


Secretary, Pacific Coast Conference Marine Surveyors 
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APPENDIX D 


Unirep Sratres Coast GuaARD, 
San Francisco, Calif., February 17, 1954. 
Paciric Coast CONFERENCE MARINE SURVEYORS, 
Shell Building, San Francisco, Calif. 
(Attention: Mr. R. H. Wetmore, secretary.) 

Dear Sir: This will acknowledge receipt of your letter dated February 12, 
1954, in which you relate the circumstances attending the loading of bulk rice on 
the Japanese steamship Kenkoku Maru 

From your letter it appears that you have lost the account of this Japanese 
ship because of the fact that in complying with the loadline regulations and with 
the bulk-grain cargo regulations, it was necessary to leave a considerable amount 
of cargo behind 

The question of the advisability of installing feeder boxes in the free board 
deck hatchways for bulk-grain loading of shelter-deck type ships has been dis- 


cussed at some length with Coast Guard Headquarters. As a result of these 
discussions, it has been decided that feeder boxes should be used in such hatch- 
wavs. This understanding has been in effect in this district since December 1, 


1953 It would appear, therefore, that at the time of loading the Kenkoku Maru 
your understanding and interpretation of the international loadline regulations 
and of the bulk-grain cargo regulations applicable to shelter-deck type ships 
coincided with the viewpoints held by this office. Unfortunately, this under- 
standing was not resolved before the dates of November 18 and 24, 1953, when 
the Kenkoku Maru was loaded It is regretted that this resulted in your losing 
the above-mentioned account to the National Cargo Bureau 

There have been no changes in either the international loadline regulations or 
in the bulk-grain cargo regulations administered by the Coast Guard since 
November 1953 

Yours very truly, 

By direction of the Commander, Twelfth Coast Guard District: 

G. W. CALuBEck, 
Captain, United States Coast Guard, Chief, Merchant Marine Safety 
Division. 

Mr. Wermore. Thank you, sir. In addition to the formal prepared 
statement I would also like to introduce for the record the required 
25 copies of protest of Pacific coast marine surveyors against Govern- 
ment-sponsored monopolistic activities of National Cargo Bureau, 
Inc. 

Senator Payne. The Chair will advise that that has already been 
made an official part of the record. 

Mr. Wermore. Thank you, sir. 

I have a rather tremendous scope to cover. In the interest of 
boredom I will not attempt to read the entire transcript, prepared 
statement. However, I would like to have the opportunity of 
referring to it from time to time, and I will notify you. 

Senator Payne. You just proceed in your own way to cover such 
points as you desire. 

Mr. Wermore. To get the ball rolling, I personally resent the 
implication on Admiral Shepheard’s part of the Coast Guard’s part 
that the private surveyor or surveyors are in effect untrustworthy 
with regard to being relied upon to carry out their rules and regula- 
tions; that is, the Coast Guard rules and regulations, to the letter, 
on the basis that as members of private industry and small business 
our survival is dependent on making so-called deals to reduce the 
financial cost to the shipowner. 

Senator Payne, we are private, independent surveyors, conducting 
our work as a completely unprejudiced and unbiased outsider. Refer- 
ence is made to the fact that being on a fee basis in representation of 
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the shipowner, that we are in effect a paid employee of the steamship 
operator. This is contrary to all the thinking of the underwriters 
and the shipowners in the industry on the basis that our very value 
as a private surveyor is to provide the individual operator the oppor- 
tunity to afford himself of the experience that we have gained over a 
period of years in supervising the loading of vessels, the disc harge of 
cargoes, the inherent vices connected with cargoes and the recom- 
mendations on how to handle those particular cargoes, the appearance 
on behalf of shipowners, underwriters, and so on, on the basis of 
offering our opinion as to why cargoes did not outturn properly, and 
so forth. 

I would like to cite the case of my own particular firm as an example 
of our particular representation up and down the coast. As you 
might understand, I am one of the younger members of the profession 
of marine surveyors. I would like to state that I have a valid United 
States Coast Guard license as master of oceangoing vessels, and have 
served in all grades of license in the American merchant marine and 
also in the United States Navy ove : more than half of my life. 

My senior member of the firm, Capt. Albert Pillsbury, is now 90 
years old and is considered on the waterfront of San Francisco and 
up and down the coast as the dean of old sea captains and marine 
surveyors, and he has developed a tremendous scope of experience 
in the field of marine surveying which has become of great value to 
the industry. 

In order that this testimony be impartial, I think it is only fair to 
say that the firms up and down the coast and individual surveyors 
enjoy that same experience. I have the somewhat dubious advantage 
of having heard Admiral Shepheard first, and I would like to take the 
opportunity of answering one particular question inasmuch as it was 
specifically applied to me and that was that at an informal hearing 
or meeting of the members of the National Cargo Bureau and the 
United States Coast Guard in San Franscisco, as near as I can recollect, 
at the imminent adjournment of the meeting, Admiral She :pheard 
addressed me in a friendly manner and said, “Captain Wetmore, 
would you consider working for the National Cargo Bureau if you 
were asked?” 

I missed the word “hypothetical’’ when the Admiral proposed this 
question. However, inasmuch as he has taken exception to our 
answer, I can vouch truthfully that that is my version of the question. 

I am going to read a short statement in the original prepared 
statement that you have: 

The Pacific Coast Conference of Marine Surveyors on whose behalf this state- 
ment is made, is an organization of the marine surveyors of the Pacific coast who 
are engaged in cargo survey work. Prior to the advent of National Cargo Bureau, 
Inc., there were approximately 35 surveyors in this recognized field of private 
endeavor at Pacific coast ports— working either as individuals or in private firms 
Their position was thoroughly established and recognized among all concerned 
in the shipping industry. Their very livelihood is now threatened by one of the 
provisions of Senate bill No. 602. 

The marine surveyors are fully in accord with the general purpose of Senate bill 
602 to promote the safety of life at sea in relation to the stowage of grain and 
other bulk cargoes. 

I would like to digress at this particular phase and embellish by 
saying that we, and private surveyors, are dependent upon the good 
experience a vessel has in the normal perils of the sea, and that we 
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attempt to do everything in our power to foresee and forecast the perils 
that a vessel might encounter and attempt to give our best recom- 
mendation as to how that vessel can properly proceed on its voyage 
Therefore, we are vitally concerned with provisions that would pro- 
mulgate the further safety of life at sea. 

We protest, however, the provision of section 4 of this bill, which states that in 


the adn tration and enforcement of the regulations issued pursuant thereto 


the Secretary of the Treasury, that is, the Coast Guard, may utilize the services 


of ar private, nonprofit organizatior vhich may be considered helpful This 
pre . | v | specifically to further National Cargo Bureau, Inc., a New 
York corporatio vhose membership consists largely of shipping and underwriting 


I might embellish that statement by saving that the board of 
directors of the National Cargo.Bureau and the members in industry 
have been actively solicited bv letter to become members of the 
National Cargo Bureau as an honorary function, and I take the 
position that on the part of the marine surveyors this is a rather unique 
and clever manner of solicitation of our present accounts. 

We have an organization, the Pacific Coast Conference of Marine 
Survevors, which is a nonprofit, private organization, and have set it 
up on exactly the same type—on the legal basis as the National Cargo 
Bureau’s nonprofit organization, with the exception that our organiza- 
tion is—the only function of our organization is to assemble the 
thoughts of the marine surveyors. They are still allowed to operate 
as individual surveyors on a fee basis, and it is rather dubious as to 
whether they are a profit or nonprofit organization at this stage. 

Getting back to the transmittal, 1 San Francisco firm has been 
forced to drop 2 surveyors from its staff because of work lost to the 


! 
National Cargo Bureau, and as a result of the preferred position 1p 
which the Coast Guard has placed that concern. A Los Angeles 


surveyor has been run out of that business completely. 

I might sav that I have letters from each of these individuals sent 
to me and affidavits authorized to the effect of the amount of business 
they have lost. At the end of my talk I would like to mtroduce those 
in the record individually. 


In our letter of Mareh 5, 1954, to Senator Knowland, we summarized a few of 
the recent grievances of the private surveyors With respect to the Coast Guard’s 
pol f favor National Cargo Bureau, Inc., and pointed out several instances 
i! hich the private survevor lost his work directly as a result of this favoritism 
Copir f tl letter are transmitted herewith 


and those are made a part of this. 

Wi hall, at the committee hearing, review a number of additional examples 
of tl very serious threat to the business of the private surveyol 

Senator Payne. May I just ask, would it be satisfactory with you, 
concerning the material vou are going to submit, rather than building 
up the record, that those might be submitted so they will be in the 
files and available for the use of the committee? 

\Ir. Wermore. I did not quite follow that. 

Senator Payne. You mentioned some material previously. 

\ir. Wermore. Oh, ves. 

Senator Payne. If you would see that the committee has it so that 
we may have it in our files, rather than to build up the record itself. 

Mr. Wermore. Oh, ves. I will do that, sir. 
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Unless the competitive preference which National Cargo Bureau, Inc., received 
can be eliminated and corrected, the trend already started will continue and 
National Cargo Bureau, Inc., will monopolize the whole cargo survey field 

The merit of our position as demonstrated by our protest and a consideration of 
the foregoing factors is self-evident Simply stated, it is the function of this 
Government to foster private business, both large and small, and not to foster any 
monopoly The remainder of this statement will be devoted largely to an answer 
to various arguments raised by the Coast Guard and by National Cargo Bureau, 
Ind., in support of the favoritism of the Coast Guard toward National Cargo 
Bureau, Inc. In this connection we refer the committee to the Coast Guard’s 
written comments on the protest of the marine surveyors, copies of which com- 
ments have undoubtedly been furnished to the committee 

The Coast Guard has argued that considerations of safety of life at sea necessi- 
tate its favoritism toward National Cargo Bureau, Inc., for the following reason: 
That the Coast Guard itself is not in a position to undertake inspection of the 
loading of grain cargoes and that it is therefore necessary for it to place this fune- 
tion in private hands; that private surveyors will, in requiring compliance with 
the regulations, vield to the ‘‘economie pressure” of the operators and will hence 
not properly enforce the regulations; that National Cargo Bureau, Ine., on the 
other hand, organized by shipping and underwriting interests, can be depended 
upon to exact full compliance with the regulations and thus promote the safety 
of life at sea. There are several complete answers to this argument: 

a) It may be noted first that the Coast Guard does not contend that private 
surveyors are any less qualified by experience and capability than emplovees of 
National Cargo Bureau, Inc. There is no question but that the wealth of experi- 
ence of the cargo surveyors on the Pacifie coast qualifies them fully for this work 

b) So far as economic pressure from the shipowners is concerned, experience 
to date has been in the opposite direction from that which the Coast Cvuard 
assumes. As indicated in the examples cited in the attached letter to Senator 
Knowland, to the extent that there has been any relaxation of requirements, it 
has been by National Cargo Bureau, Inc., itself, and not by the private survevor 
with the result that the private surveyor has lost accounts to National Cargo 
Bureau, Ine 

{ think from here on I shall depart from my prepared testimony 
and reduce the remainder into the record. 

At this time I would like to relate a factual incident occurring in 
the port of San Francisco which involved myself, and I might preface 
that by saying that in Merchant Marine Safety Memorandum No. 
16-53, Adm. Merlin O'Neill, paragraph 5, it says: “Certification.”’ 

As indicated in the preceding paragraph, the Coast Guard recognizes certificates 
of loading of the National Cargo Bureau as prima facie evidence vf compliance 
with applicable regulations. Certificates of surveyors other than those repre- 
senting the National Cargo Bureau will not be accepted as evidence of such 
compliance. In the event that the services of the National Cargo Bureau are not 
contemplated for the purpose of certifying compliance with the regulations, the 
Coast Guard merchant marine inspectors will take all necessary steps to insure 
that the vessel is inspected prior to loading and that all requirements of the regu- 
lations are complied with, and, further, that during loading inspection will con- 
tinue. In view of the workload which this would impose on the Coast Guard, as 
well as defeating the purposes for which the National Cargo Bureau was formed, 
the services of the National Cargo Bureau are to be encouraged. 

Senator Payne, the firm of Pillsbury & Martignoni represent, as 
agents in San Francisco, Furness, Withy, who are agents to the Japan- 
ese line Mitsui. We were requested by Furness, Withy, agents for 
Mitsui, to attend the loading of a full cargo of bulk rice in the port of 
San Francisco, and they so advised the Coast Guard that they were 
appointing my particular firm for this task, and in so doing, complied 
with Memorandum 16-53. 

rr ‘ ‘ . . ’ ‘ : 

The Coast Guard then furnished a surveyor or inspector from the 
Coast Guard to work in conjunction with the agent and myself in 
the planning of the grain fitting installation and so on. 
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I hesitate to burden the committee with what we consider our 
own layman’s language, but it has to be introduced because it is 
factual evidence. 

There are several other rules, in fact, many rules, which apply to 
the proper loading of a vessel. Among them, with regard to grain, 
is the recent publication of the United States Coast Guard on rules 
and regulations for the loading of grain. Another rule which applies 
to vessels is the International Loadline Treaty, and this being a Jap- 
anese vessel, although classed by the American Bureau of Shipping, 
which also had similar loadline regulations which were more or less 
a counterpart of the International Loadline Treaty, it became appar- 
ent that the Coast Guard representative and myself were going to 
have a very difficult time in properly loading this vessel because of 
the confliction of two rules. The confliction applied in the case of 
a shelter-deck type ship. I might say briefly that a shelter-deck 
type ship is a vessel with partially enclosed superstructures; that is, 
partly enclosed compartments above the weather deck which are 
designed for canal tolls, and so forth, and there is a regulation in the 
International Loadline Treaty which requires that these shelter-deck 
hatches be properly secured, battened down, as they are considered 
the freeboard deck of the vessel. 

We come to the grain regulation which indicates that all loose 
grain in bulk stowed in the hold of a vessel shall be fed by a feeder. 
Please raise a question if I am confusing the issue by the terms of 
feeders and so on. 

This feeder is designed to place a head, so to speak, on the grain 
below and thus fill up any slack compartments that might have been 
developed in the loading, during the loading, or during the trip, and 
the grain in the feeder eventually settles somewhat, dependent upon 
how tightly the lower holds were stored. 

It also states that in a 2-deck vessel, not more than 23 percent of 
the combined grain in the lower hold can be stored in the ’tween 
decks in either feeders or bins. So that we had the problem of attempt- 
ing to place a full load of cargo on the Kenkoku Maru and we found 
that we could not utilize the shelter-deck hatches because they had 
to be battened down, thus precluding the possibility of placing a 
feeder directly over a tarpaulin which would then serve no purpose. 

So we then were forced to adjust the loading of the vessel to place 
the feeder in the lower ’tween deck, thus losing the cubic capacity of 
the upper ‘tween deck or shelter deck, and limiting the amount of 
grain that this Japanese vessel could take according to her charter 
party. In the final result we left some 600 tons of grain behind which 
placed a tremendous hardship upon the Japanese interests inasmuch 
as they were unable to fulfill their charter party. 

At the time of the loading every possible consideration was given 
to a possible alternative so that we would not face this hardship 
of leaving grain behind. However, there was no possible way of 
introducing any existing rules which would apply, and the Coast 
Guard did have the one alternative of bagging grain, which is in the 
rules and regulations. In other words, if there is not suitable—if 
they do not choose to put feeders in certain compartments, they can 
bag to head room. This proved a physical impossibility in the port 
of San Francisco because there were not these bagging facilities 
available at the terminal, and the cost would preclude the taking 
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taking of the shipment in the first place. In other words, it was just 
an impossible alternative. 

The only other alternative—and I am reluctant to say this except 
that I swear in my own words it is as near as I can relate the situa- 
tion—the Coast Guard officer in attendance indicated that possibly 
the National Cargo Bureau might have some other version of how this 
could be worked out, but he certainly did not. That might have given 
an out to the operator to call the National Cargo Bureau, and if it 
did, it was understood that the Coast Guard would then depart from 
the vessel, having no more concern over the vessel if the Cargo Bureau 
were to attend. 

\t any rate, Mitsui Line was co npletely concerned about the situa- 
tion inasmuch as they had loaded a vessel similar to this in the north- 
west ports under the supervision of the Cargo Bureau and had no 
particular trouble or strike under the supervision of the Cargo Bu 
reau—lI do not know—-under the supervision of a surveyor, either the 
Cargo Bureau or the Coast Guard, in attendance. 

This vessel was capable of taking a full load of grain, so the ques- 
tion arose as to why the Aenkoku Maru could not 

| would like to read at this time a letter to Furness, Withy from 
\iitsui in explanation of this probicm. i might preface this by say- 
ing that Furness, Withy indicated that our services were not required, 
that on the next vessel they would employ the National Cargo Bureau, 
and we were somewhat concerned because of having represented the 
firm for years. We felt that we required further explanation as to 
why we were dismissed, and they wrote me back, attention of Capt. 
R. H. Wetmore: 

Re Mitsui Steamship Co., Ltd., bulk grain loading—Surveyors 

Dear Stirs: We have for acknowledgment vour letter the 22d instant and 
in reply can do no better than quote from a postscript addressed to us on a letter 
addressed to the master of the steamship Kenkoku Maru by Mitsui Steamship 
Co., Ltd., Tokyo, Japan, as follows 

‘‘As for loaded quantity of bulk rice aboard steamship Kenkoku Maru, we have 
duly noted from your memorandum re ‘Loading full cargo rice, San Francisco, 


November 1953’ sending us by vours of December 4, 1953, that the United 
States Coast G iard ruled that no feeders could be buil in the bridg deck because 
this would preclude the battening down of the main or freeboard deck so that 


the vessel could stow at most 8,416 long tons even if the lower hold stowage went 






better than 46 cubic feet 

On the contrary, we were reported from the States Marine that National 
Cargo Bureau surveyor, with the Coast Guard approval, allows to stow bulk 
rice in bridge deck space with bins, using the bridge deck hatch trunks as feeders, 
and they recommend all Japanese vessels loading San Francisco to use National 
Cargo Bureau surveyor for flexibility of regulations 

Therefore we would appreciate your nominating National Cargo Bureau 
surveyors as cargo surveyor for the vessel to load the cargo as much as possible.” 


We trust that the foregoing fully answers the queries contained in your letter. 


Upon receipt of this I addressed a letter to the United States Coast 
Guard which | will not read, but which is made a part of the record. 
[ would like to say that in the last paragraph my question was, 
“We would greatly appreciate your advising us if any of the regula- 
tions of the United States Coast Guard or International Load Line 
Act, which applied to us in November of 1953, has either been changed 
or relaxed so as to allow the above-mentioned ty pe of loading.”’ 

I would like to read their answer because it is pertinent to this 
discussion. 
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This will acknowledge receipt of your letter dated February 12, 1954, in which 
you relate the circumstances attending the loading of bulk rice on the Japanese 
steams! p Kenkoku Maru. 

From your letter if appears that you have lost the account of this Japanese 
ship because of the fact that in complying with the loadline regulations and 
with the bulk grain cargo regulations, it was necessary to leave a considerable 
amount of cargo behind. , 


lhe ¢« tion of the advisability of installing feeder boxes in the freeboard-deck 
hatchwavs for bulk-grain loading of shelter deck type ships has been discussed 
at some length with Coast Guard headquarters \s a result of these discussions, 
it ha been decided that feeder boxes should be used in such hatchways. This 
understanding has been in effect in this district since December 19538. “It would 
appear, therefore, that at the time of loading the Aenkoku Maru your understand- 
ing and interpretation of the international loadline regulations and of the bulk 
grain cargo regulations applicable to shelter deck type ships coincided with the 
viewpoints held by this office. Unfortunately, this understanding was not resolved 
befor e dates of November 18 and 24, 1953, when the Kenkoku Maru was 
loaded It is regretted that this resulted in your losing the above-mentioned ac- 
count tre National Cargo Burea 

There have been no changes in either the international loadline regulations or 


in the bulk grain cargo regulations administered by the Coast Guard since Novem- 
ber 1953 

So with that letter we then waited for the return of the Kenkoku 
Maru to San Francisco to be loaded by the National Cargo Bureau, 
and this took place in the month of February. Fortunately for the 
National Cargo Bureau, with this understanding, the vessel loaded 
her full cargo of grain and went to sea, and we raised the question that 
I personally conducted a tour of the vessel to satisfy my own mind as 
to how the vessel was loaded, and I can testify that the tarpaulins 
were not in place or the shelter deck enclosed, superstructure compart- 
ments were not battened down, and feeders were plac ed in the shelter 
deck, feeding the lower ‘tween deck and lower hold exactly in the 
manner in which we would have liked to have accomplished this 
loading the trip before. 

The significant fact in this thing is not only that the vessel went to 
sea in an apparent unseaworthy condition, because if the vessel had 
foundered or had had a collision or any accident whatsoever and had 
been investigated by the United States Coast Guard, it would have 
been found unseaworthy on the basis that it had not complied with 
the international loadline regulations as they exist. 

This is not the point that I am trving to bring up. The point that 
I am trving to bring up is the significant fact that the Cargo Bureau 
was able to do something that we could not do, and we lost the account 
of Mitsui Line. 

Now, this understanding might be a very good explanation of the 
situation that the Coast Guard had, but we have another example of 
loading coincidental with our own, which makes the Coast Guard’s 
position rather unclear in that their version is in conflict, and I would 
like to describe briefly that incident. 

(stern of us during the loading of the Kenkoku on the first voyage 
was a Norweigian freighter, the steamship Vinges. She was a two- 
decked vessel, the second deck being the shelter deck. The surveyor 
in attendance was Capt. Tom Hunter of San Francisco, a surveyor of 
long experience, and he was operating in conjunction with a Coast 
Guard officer to attempt to load the vessel. 

When the ridiculous situation occurred in which they both had a 
meeting of the minds that under no circumstances could the vessel 
take any grain at all, because of the battening down of the shelter-deck 
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hatch, which would preclude the introduction of a feeder so they could 
not stow loose grain in the lower hold without a feeder—so the ship left 
the port of San Francisco without any grain and went on her way to 
attempt to pick up cargo in the Northwest. 

Tom Hunter was subsequently dismissed as surveyor on the next 
vessel of proposed loading, in December, of the sister ship to this one, 
the Paramatta. This vessel was loaded under the supervision of the 
National Cargo Bureau, and they devised a method of installing par- 
tial bulkheads in the lower hold in addition to the center line bulk- 
heads which would apparently be in lieu of installing a feeder in the 
deck above. That might be justifiable on the basis that in the grain 
regulations they have a clause on equivalents. This might be con- 
sidered an equivalent. However, it is significant that this equivalent 
was not brought to the attention of Capt. Tom Hunter when he 
attempted to load the vessel. 

The other significant fact is that they introduced this equivalent 
after the December 1 understanding of the Coast Guard in order to 
batten down the shelter-deck hatches, so that on the one hand they 
have placed emphasis on the value of feeder box in the shelter deck 
in lieu of battening down the hatches as prescribed by the international 
loadline regulation, and on the other hand, they have placed emphasis 
on the battening down of the shelter deck in lieu of a feeder. Both 
significant facts are that the private surveyor lost the account. 

We are placed in the ridiculous position of apparently not being 
able to do anything with regard to properly representing the ship 
owner with regard to the construing of the present and existing rules 
and regulations. 

Those are two factual incidents that occurred in the port of San 
Francisco, and I personally saw both of them. 

I would like to say that the Coast Guard, or possibly jointly, have 
said that there is a microscopic intervention in the advent of the 
National Cargo Bureau into competition with the private surveyors, 
I feel that the intervention is far from microscopic, Senator Payne. 

I have a Jetter from Capt. D. D. Owen of Los Angeles, who indicates 
that he has represented the Pacific Far East Line for a period of years, 
and the Luckenbach Steamship Co. for a period of years, and that 
he received notice from the port captain of the Pacific Far East Line 


that he 

informed me during October 1953 that he had been instructed by home office that 
all future cargo supervisory work was to be given to the National Cargo Bureau, 
Ine 

This man is out of business today. He has a family, good back- 
ground, apparently quite capable of administering his duties, because 
two of the major steamship lines on the coast used this surveyor. 

Senator Payne. Do you have a copy of that letter? 

Mr. Wermore. I would like to introduce these in the record. 

Mr. Dunuap. We have several of these, and I do not think it will be 
necessary to make them a part of the record if they can be included 
in the committee’s file. 

Senator Payne. Yes. 

Mr. Wermore. Captain Jacobsen states: 


I had handled all surveys for this company 





64 


MISCELLANEOUS BILLS 


the Burns Steamship Co 
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Captal Lapsley has been in business for 27 vears in the port of 
Los Angeles He is a master mariner, licensed in steam and sail, a 


wonderful background, and is well thought of and, in identally, has 
a tremendous share, or had a tremendous share of steamship business 
inh his area 

We have a factual statement from Captain Lapsley that Captain 
Cain of San Francisco approached Captain Lapsley on the basis of 
possibly he Iping them out in the port of San Pedro. 

Senator Payng. Would you want to identify Captain Cain? 

Mr. Wermore. Captain Cain, as we recognize him, is deputy chief 
survevor of the National Cargo Bureau on the Pacific Coast 

The unique situation here is that Captain Lapsley lost Nippon 
Yusen Kaisha and other accounts, and as his business declines, the 
National Bureau business increases, and as they have in the port of 
Los Angeles, as 1 understand, but one surveyor how, his workload 
could understandably be increased, and I can see why they would 
want additional help. 

I pointed out to Captain Lapsley that he was in a unique position 
in that he was losing work to the Cargo Bureau and that he micht 
therefore understandably represent the Cargo Bureau on the very 
account that he lost to them on a fee basis, possibly. 

I would like to take exception to a statement that Admiral Shepheard 
made when he said that our record on the protest is factually inac- 
curate, ay eause we included two admirals on the board of directors of 
the NCB when in fact there is apparently only one. We are sorry. 
The only significant fact at the time was that there was any admiral 
on the board of directors. 

The Coast Guard say that they have two alternatives with regard 
to inspection, or, rather, with regard to the delegation of their duties 
with the International Safety of Life at Sea Convention of 1948. The 
alternatives apparently are that they inspect the vessels themselves, 
and the other is that the inspection be made by a nonprofit organiza- 
tion (the National Cargo Bureau 

We think that there is another alternative, and that is, the licensing 
of the survevor already performing this type of work and having 
performed this type of work up and down the west coast for years 
and years 

I cannot understand the objection to licensing because the Coast 
Guard has seen fit to license me as a master of an ocean-going vessel. 











MISCELLANEOUS BILLS 65 


With my experience ashore with the firm of Pillsbury and Martignoni, 


| feel that | should be entitled to consideration for a license as a marine 


surveyor, equally competent with any other person, either in thei 
OWN Organization or with the National Careo Bure au, in the earrvings 


out of the regulations as prescribed by the United States Coast Guard 

They would have control over me If there is the inference that 
because I am in private business my sole concern is to attempt to adjust 
these rules and regulations to the advantage of the steamship opera 
Lo! ! would then have not only a moral, but a legal obligation to 
consider, the loss of my license { think this would be an excellent 
manner in which the Coast Guard e ild have control ( the private 
larine surveyors on the Pacifie coast . 

‘here has not been too inuch emphasis pla on why the e )- 
versv originates only on the Paci coast Mavbe it is already 9) 


parent The old New York Citv Board of Marine Underwriters of 
New Yor and the east coast were the predomit int organization 1n 
that area nd the Gulf 


On the west coast the San Francisco Board of Marine Underwriters 


shared a portion of business with the other surveyors up and down 
the coas "a hey can be compare 1, | suppose, as a nonpro it organ 
ization in that they depended upon fees from insurance companies 
and so forth, for the attendenee of their work But they representec 
a very healthy aspect because nowhere in any regulation did it insist 


that the San Francisco Board of Marine Unde 





the exclusion of the private surveyor, so tl 


in healthy competition In other words, l 
ntegrily as a ain { thre San francisco Board o \ irine | nderwriters’ 
integritv, and we got along in a very friendly fashion ove period ol 


any Many vears 

There was n » reason for introduction of the San Francisco board to 
the exclusion of us as there is apparent in the Coast Guard’s activities 
card to statements on the National Cargo Bureau’s behalf to 
our exclusion 

In our protest, thev say first, | would like to say this, that on 
page 4 of our protest we cite the statement made by Carl McDowell, 
executive vice president of the National Cargo Bureau, at the annual 
convention of the Propeller Club of the United States at Los Anveles 
on October 9. 1952: 


Industry may ask whether such a cargo bureau will superimpose further 
lation and expense on industry, whether it wi 1 to « iplicated rna- 
tional regulations, whether eargo-loading inspection will be mandator ind 
whether the NCB will overlap or conflict with the work of existing private and 
Government agencies Tne intention ce rtainly is that such questo! nav witht 
Corl fidence nm answel! d in th negative ] fac one purpo ol VCB { 
to guarantee that these questions will ce inue to be answ 1 in t evative 


| had the opportunity after reading this report in Los Angeles and 
expressing some concern over the advent of this new organization in 
competition with us, to have several friendly visits from the National 
Cargo Bureau in the office of Pillsbury & Martignoni in San Fran- 
cisco, and we were reassured by their principals that under no circum- 
stances would National Cargo Bureau interfere with the work of the 
private surveyor. They had a loftier scope of activity than that; 
they were to prov ide intelligent research to the industry as a nonprofit 


in ! | ; notre f “+] , 
Organization, aha they would advise indust vo the experience 
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throughout the industry with regard to dangerous cargoes and hazard 
articles and so on. 

Vith this assurance on the part of some of the principals of National 
Cargo Bureau, we indicated that inasmuch as the firm of Pillsburv 
& Martignoni had been in business for over half a century, our {fice 
should be made available to them at any time for the benefit. of any 
experience that we might have to embellish on their own. : 

Since then there has been a parting of the w avs because subsequent 
to the statement in the address to the Propeller Club, we received the 
Coast Guard regulations dated October 18, 1952: 

Certificates of loading of National Cargo Bureau, Inc., may be accepted as 


prima facie evidence of compliance with the requirements of this subchapter. 


We began to feel that here was a situation which called for a little 
more concern Now, the Government publications were coming out 
with sponsorship of the National Cargo Bureau. 

The next statement is that the United States Coast Guard addresses 
a letter to Mr. Carl McDowell, signed by Adm. Merlin O’ Neill. 

My Dear Mr. McDowet.: Pursuant to the authority vested in me by the 
Dangerous Cargo Act, the National Cargo Bureau, Inc., together with its duly 
appou ted agents, is hereby authorized to assist the United States Coast Guard 
in administering the provisions of the Dangerous Cargo Act and the regulations 





of the United States Coast Guard ] 1ulgated pursuant thereto with respect to 
1) inspection of vessels for suitability for loading dangerous cargo; 
b) examination for stowage of such cargo; 
¢c) making recommendations as to storage requirements of such cargo; and 
1) issuance of certificates of load setting forth that the stowage of 
langerous cargo is in accordance with the above ientioned regulations 


We have heretofore been discussing grain, grain only, and all the 
time feeling in the back of our minds that grain was an initial step, 
eventually dangerous cargoes, eventually hazard cargoes, eventually 
down to the situation where 10 tons of canned goods might be con- 
sidered dangerous, so that we definitely felt that we had a situation 
where Government sponsorship was intervening in private enterprise 
and small business, and it was further embellished by a letter from 
the United States Department of Commerce to all ship operators, 
Circular Letter 23-53 

I won’t read it, but it states in effect that they suggest the use of 
the National Cargo Bureau, and when I qualified this statement in 
appearance before the United States Department of Commerce last 
year, | qualified it by saying that it did not seem to me that this was 
a function of the Department of Commerce to specifically enumerate 
one organization to the direct exclusion of others, and their answer 
was, in a meeting with their counsel, Francis T. Greene—I am sorry, 
my memory does not serve me. Mr. M. I. Goodman, Chief, Office 
of Ship Operations, National Shipping Authority, indicated that there 
was a necessity in writing this letter to the operators of ships to 
authorize the payment of a fee in the event that the general agents 


would like to utilize the National Cargo Bureau. 

Of course in the authorization for a payment of fee they go on to 
state the fine qualifications of the National Cargo Bureau, and it is 
significant that no one else is mentioned in here but the Cargo Bureau. 

| took exception to this on the basis that the operator on the coast 
got the impression that perhaps it was mandatory that he use the 
Cargo Bureau on these National Shipping Authority ships. On the 








MISCELLANEOUS BILLS 67 


contrary, it was merely their attempt to authorize the payment of a 
fee to a National Cargo Bureau surveyor. 

[ brought up the significant fact that the firm of Pillsbury & Marti- 
gnoni and others in San Francisco have represented National Shipping 
Authority ships and have never had the opportunity of being intro- 
duced to the shipowner on the basis of authorizing them to pay the 
fee. In other words, it was more or less an accepted practice that 
when we repre i the shipowner, we would accept a fee and be 
properly paid, but here they saw fit to actually sponsor the Cargo 
Bureau to the direct exclusion of ourselves. 

I would like to say at this time that we are very friendly with the 
American steamship operators, the port captain, the marine superin- 
tendents, all officers of the various departments of various steamship 
companies, and in almost every case they indicate to us that they are 
wholeheartedly behind the efforts of the private surveyor as such, 
and they take exception to the fact that they have to be told what 
to do. 

Their argument, of course, is that it is to their advantage—and I 
say this in all due respect to Admiral Shepheard and the United 
States Coast Guard, which I have tremendous respect for in their 
delegated duties. It is to the advantage of the shipowner not to have 
the military on board his ship. He indicates that, and he will do 
almost anything to keep the military off of his ship, so that the 
National Cargo Bureau then becomes an attractive alternative to the 
ship operator as the lesser of the two evils, and that is the answer 
with regard to any possible lack of support that the private surveyor 
might have in his fight with the National Cargo Bureau. 

I think it is appropriate at this time to ask Mr. David Dunlap, our 
attorney representing the Pacific Coast Conference of Marine Sur- 
veyors, to discuss the legal aspects of why and where the provision, 
paragraph 4, might be changed to the benefit of everyone concerned, 
and after all, we realize the National Cargo Bureau is here to stay. 
There are on the east coast, and they are on the gulf. The only reason 
they are not on the Pacific coast in too great force is because of the 
background that I have related to you with regard to the experience 
up and down the coast of the private surveyor, and all I can say, 
Senator Payne, is that I represent the live lihoods of 35 marine sur- 
veyors, and their families, and we feel very seriously that we might go 
out of business if Congress does not consider some equitable provision 
which would make this thing a competitive industry, and I am fighting 
for my own family as well. 

I would like to introduce Mr. David Dunlap. 

Senator Payne. Just before Mr. Dunlap proceeds, I wonder, if you 
have not already given it—and I am not so sure because I was trying 
to follow you very closely—in the specific instances that you cited 
and for which you have given some letters for the use of the committee, 
with regard to practices that the private surveyor apparently was 
not allowed to perform because of certain understood regulations in 
which the individual from the Coast Guard was present at the time 
and concurred 

Mr. Wermore. That is correct. 

Senator Payne. And later on the other group did do that which you 
apparently were not able to do; did you give the names of the indi- 


an 
v. 





MISCELLANEOUS BILLS 





viduals of the Coast Guard who were present at the time and who 
participated in the a liberations and the decision that was reached? 
\] \\ MO | 


ean 
Would you furnish that lol the benefit of the 


Col is 
Werrmore. The Coast Guard officer that represented the 
A j t Maru In t he Novembet! ISN to 24 lon nne i 1 COnTUnCLION W if h 
n elt Lt. Comdr. Thomas Wolf, United States Coast Guard. 
| nothi against ‘To Wol I like the man personally very 
rried out his duties in a manner commensurate with 
tl st Coast Guard tradi mis I am not qualify 12 the fact that 
) mental. H llowed the | o the letter 
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on the vessel ahead and had another problem. He thoucht 
perhaps that I, mvself, or Thomas Wolf might have some version of 
ne this vessel could be loaded. 
Ineid I] Lieutena {om ca Wolt as on that vessel dis- 
Cl the sit LLIO as heth li ould be loaded and how \ 
Mi \lonte erde of the | li ted Stat Coast G lard j inderstand | 
qualify th that my onl understanding 1s that I think he is an 
el neerm nspector in othe words not necessarily delegated the 
qaguties Of vrai There Vas a iseutenant Commander Roberts. 


Senator Payne. What I am particularly interested in, were officials 
of the Coast Guard who participated with the private surveyor in any 
instances where loading of a ship was precluded because of certain 
sp cific regulations of the Coast Guard, which might have later been 
approved and loaded as a result of Inspection by the National Cargo 
Bureau, there? 

\lr. Wermore. Yes; that is the point that I brought out. 

te here that insofar as I am personally 
concerned, that is a pretty serious indictment, and there is only one 
thing that I am anxious for, and that is for fairness Cr rtainly if the 
facts and I am not prejudging anything—substantiate what has been 
set forth here, and on any further information that can be submitted, 
it definitely in my humble opinion is not conducive to good operation 
or fairness being exercised im the imterest of all concerned, so that I 
want all of the nformation that is available in any cases of this nature. 

Mir. Wermore. Senator Payne, this is my own factual presenta- 
tion. We have others up and down the coast, but I am reluctant to 
introduce them because I was not there personally, and I feel that 
everythu | have said her 

Senator Payne. These you have given are those you know of from 
youl own personal knowledge‘ 

Mr. Wermore. Richt 

Mr. Duntap. Senator Payne, if you are interested, we could en- 
deavor to assemble some completely documented statements of other 
Situations when we get back to the coast. 


Senator Payne. | want to state 








MISCELLANEOUS BILLS 69 


Senator Payne. | think the committee would be interested in 
receiving any factual information concerning this particular matter 
because it is important in arriving at a fair determination that will, 
irst, set above everything else the safety factors that are definitely 
required for the preservation of life of the seamen and of evervbo ly 
concerned No. 2, there has to bi fairness exercised as to the prow e 
dures and methods that shall be followed in seeing that those aiely 
matters are carried out, and they have to work on an equal basis 
between all parties. It cannot be slanted in favor of one as agalnst 
another 

Vir. WetMmo} | micht say in co iwlusion that we offered last vea 
a proposal, and | dealt at some leneth with Conere Ssman John Allen, 
Jr., from California, which was a ten-point proposal which we will 
introduce into the record as the private surveyors’ attempt to offer 
the Coast Guard control of his work and, at the same time, live with 
the National Cargo Bureau 


Senator FAYNI We wi uld be very happy LO have it 

Mir. Wermore. This proposal was met with great favor on the 
part ol Coneressman Allen in that it smacked of « compromise to the 
Issue, and 1 understand and this is only he rsay that Admiral 
Shi phe ird felt that something might also be worked out along those 
lines and wrote letter to ¢ ongressman Allen to that effeet but 
suggested that the pri po lin which we wer allempting to compro- 
mise this situation might better be proposed to the National Cargo 
Bureau itself, inasmuch as Admiral Shepheard took the position that 
the National Cargo Bureau was the only agent that he was interested 
in, ind that if the National Cargo Burt 1 were then interested in s 
that we should deal with them directly, and we did on several occa- 
Sion ut to no il 

Senator PAyYni | might state that the Senate is no\ lm Session. 
That is the first call on a quorum, and it may be necessary for 
we have no express permission from the Senate to continue this hear- 


ing—to inquire as to how much longer you thin! 
1 l 


take in order to conclude the testimony that is desired to be elven 


c we would have to 


here at this particular time. 

it may very well be that the hearing may be extended, that it 
will not ‘be closed because there may be certain pomts that we nay 
want to go into further. 

Mr. Wetmore. Well, in the interests of time, I could back down 


Dunlap give our version of what should be pro- 


now and let David 
posed. 

Senator Payne. All right. 

Mr. Dunuap. | would sav that what I have to take up I do not 
Know what more the committee contemplate s, but so far as | am con- 
( med, I would like LO hay » half an hour or so of the committee’s 
time, either now or at such time as is convenient 

Senator PAy NE. Let me ask, are there others ¥ ho are here prese nt 
today that wish to appear, either in behalf of this legislation or in 
opposition to it? 

Mr. Leirruen. Mr. Chairman, my name is Roy Leifflen. I am 
counsel to the National Cargo Bureau, and we would like to testify 

Senator Payne. Can you give me some idea of about how long 
vou would like? Understand, I am not trying to rush this in any 
way, but I do have to comply with the rules of the Senate, and the 
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fact is that we do have a matter up this afternoon which is going to 
require full attendance of the Members of the Senate, a matter that 
is going to be voted on. 

Mr. Lerrrten. May I discuss it for a second with my colleagues? 

Senator Payne. Yes, sir. 

I wonder, Mr. Dunlap, in fairness to you, would you prefer to put 
the statement that you have prepared in complete and have it made 
a part of the record so that it can be reviewed by the staff and by the 
members of the committee? You can then take maybe 5 minutes 
for the purpose of setting forth any pertinent facts, or would you pre- 
fer, because of any importance that you place upon it in the way of 
verbal testimony, that we try to work out an arrangement whereby 
you may testify? I do not know what the situation is tomorrow 
morning. 

Mr. Wesster. Off the record. 

Discussion off the record. 

Senator Payne. I think this is important to all of you, and I cer- 
tainly do not want to rush this thing. Iam a great believer in letting 
those who have come a long distance and who are deeply involved 
with this to have a full chance to express any opinions that they have 
so they can be of benefit to the committee. 

| want you to feel free to say if this does not meet with your satis- 
faction, but we could recess this hearing right at this particular time 
and convene at 9 o’clock tomorrow morning and complete the hearing. 

Mr. Duntap. That would be satisfactory. 

Senator Payne. Does that meet with everybody’s approval? ‘That 
is asking a lot of some of you. some of you have come a long distance, 
and | know it, and that is asking your forbearance to be willing to put 
this off for practically another 24 hours to conclude this. 

Mr. Lerrrten. That is perfectly satisfactory to me. 

Senator Payne. Is it satisfactory to all parties concerned? 

Then it seems only fair, because of the importance of this, that rather 
than to rush and ask you to put matters into the record here when you 
want to discuss them, we recess this hearing at this time and convene 
at 9 o’clock tomorrow. 

Do you have a statement that you would like to include and make 
a part of the record? 

Mr. Dewry. Yes, sir. 

My name is Ralpa B. Dewey, and J represent the Pacific American 
Steamship Association, and I would like to submit this written state- 
ment in support of S. 602. 

Senator Payne. It will be included and made a part of the official 
record. 

(The statement of Mr. Ralph B. Dewey, Washington representative, 
Pacific American Steamship Association, is as follows:) 


STATEMENT OF PaciF1Ic AMERICAN STEAMSHIP ASSOCIATION ON S, 602—a BILL TO 
ProvipE GREATER Sarery or Lire AND PpROPERTY AT SEA 


My name is Ralph B. Dewey. I am Washington representative of the Pacific 
American Steamship Association, a nonprofit association consisting of the 12 
principal American flag steamship lines operating on the Pacific coast. The 


board of directors of our association supports Senate bill 602 and endorses the 
National Cargo Bureau, Inc., as the appropriate nonprofit agency to perform on 
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behalf of the Coast Guard the grain loading inspection”functions designated to_it 


under the terms of the Safety of Life at Sea Convention of 1948 ae 
lhe passage of 8S. 602 is required in order to bring our national laws into harmony 
with this Convention. Since it has been a vear and’a half since the Convention 


became effective, it would seem only proper that this Congress should not delay 
the passage of this legislation any longer than absolutely necessary 
My comments on the bill are confined to three main,points: 


I. INSPECTION OF GRAIN CARGOES 


The requirement for the inspection of the loading of dangerous cargoes is not 
new to this legislation. Ship operators for nearly a century have been required 
by either their insurance underwriters or by statute to provide certification as to 
the safe manner and methods in the loading of explosives or dangerous cargoes. 

With the coming into effect of the Safety of Life at Sea Convention in November 
1952, however, the inspection and certification of loading of bulk grain on United 
States merchant vessels became the function of the National Cargo Bureau, which, 
after long months of negotiations and deliberations was determined jointly by 
Government, ship operators and marine underwriters to be a properly constituted 
nonprofit agency to do this specific job. The Bureau is supported financially by 
both shipowners and underwriters and in the first year and a half of its existence 
has proven itself eminently qualified to satisfy Coast Guard requirements. It has 
been a successful operation from all standpoints. The passage of 8S. 602 will 
simply confirm the authority of the Coast Guard to continue the use of NCB to 
inspect the loading and stowage of bulk grain. 


2. NONPROFIT INSPECTION AGENCY ALREADY PROVED SUCCESSFUL 


\s far as the ship operator is concerned, the use of quasi-governmental agencies 
for inspection functions has already had a full measure of success. The American 
3ureau of Shipping has, since 1920, performéd fxsirly and efficiently the job of 
admeasuring vessels and carrying out the provisions of the load line regulations, 
which incidentally also stem from an international convention. There is a 
direct parallel between the genesis and the operational duties of these two agencies 
and it may well be that in the not too distant future a merging of the functions of 
both will be in order. 


S. 602 WOULD INCLUDE FOREIGN*FLAG VESSELS IN COAST GUARD JURISDICTION 


The Safety Convention provides that inspections and surveys required by the 
Convention are to be carried out by officers of the country in which the ship is regis- 
tered. This provision gives rise to situations where there is actually no inspection 
at all as there is inadequate discipline upon foreign-flag vessels loading in nonna- 
tional ports to adhere to the Convention. This is unsatisfactory not only from the 


standpoint of the safety of the seamen, the cargoes, the ships and the public, 
but also from the competitive standpoint \ foreign-flag ship loading side by 
side with an American certainly has an obvious cost advantage (in addition to 
paying one-fourth the wages the American company pays) in not having to 
install so many expensive shifting boards, ete., and otherwise complving with the 
requirements of the Conventior The propost 1 bill, S 602, applies the re julire- 
ments for inspection of grain cargoes equally to foreign and United States flag 


ships loading in United States ports. 


Mr. O’Conor. My name is Herbert R. O’Conor, representing the 
American Merchant Marine Institute, Inc. We endorse the bill, and 
in accordance with what has been previously suggested, we thought a 
brief statement would suffice at this time unless there would be some 
developments in connection with which we felt we might be of further 
assistance to you and to able counsel. 

Senator Paynr. Senator O’Conor’s statement will be received and 
and placed in the record. 

(The statement of Herbert R. O’Conor, Washington™ counsel, 
American Merchant Marine Institute, Inc., is as follows: 
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Th letter fro Mr Sinclair Weeks, dated Mav 28 953 
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am sure that he Thay be able to contact you and let you know of uns 

change in the hearing room in ample time before the hearing. 
Thank you very much 
Whereupon, at 12:15 p. m., the hearing was recessed to 9 a. m 


Wednesday, March 24, 1954.) 
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RULES FOR LOADING AND STORAGE OF GRAIN 


WEDNESDAY, MARCH 24, 1954 


Unitep Srates SENATE, 
SuBCOMMITTEE No. 4 ON 
Water TRANSPORTATION OF THE 
COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Wash ington, De. 

The subcommittee met at 9 a. m., pursuant to adjournment, in 
room G-—16 in the Capitol, Senator Frederick G. Payne, acting chair- 
man of the subcommittee, presiding. 

Present: Senator Payne. 

Also present: Donald D. Webster, special counsel; A. J. Bourbon, 
staff member, and Merton G. Henry, legislative assistant to Senator 
Payne. 

Senator Payne. The subcommittee will be in order. 

This morning’s hearing is a continuance of the hearing yesterday 
on bill S. 602, and the hearing will start with a statement from Mr. 
Dunlap, attorney for the Pacific Coast Conference of Marine Sur- 
veyors. Following that, Mr. McDowell of the National Cargo 
sureau will present any material he desires to the committee. Fol- 
lowing that we will give an opportunity again for Admiral Shepheard 
to appear if he desires. Following that, various letters for and against 
the bill will be made a part of the record, and the Chair will advise 
that we will then hold the official record open for a reasonable period 
of time so that any interested parties may have an opportunity to 
file with the subcommittee such additional material as they desire, 
and I do want to say at this time that this is not a one-man committee. 

[t just so happens that under the procedure that we are following 
here on this subcommittee I have been delegated to sit on this par- 
ticular hearing, and then all matters pertaining to it will be taken up 
by the full subcommittee, gone over thoroughly with members of the 
staff and then reported, of course, to members of the full committee 
for such action as the full committee may deem advisable. 

Senator Payne. With that, Mr. Dunlap, vou may proceed. 


STATEMENT OF MR. DAVID C. DUNLAP, COUNSEL, PACIFIC COAST 
CONFERENCE OF MARINE SURVEYORS 


Mr. Dunuap. Thank you. Senator Payne, just one question: 
that is quite a schedule that the committee has ahead of it. Is it 
contemplated that that will be finished in an hour? 

Senator Payne. We are very much in hopes so; in fact, we must 
because the full committee is coming here at 10 o'clock. 

Mr. Duntap. That is what I thought. 
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Mr. DuNLAP. Admiral Sh pheard vesterday compared the National 
Cargo Bureau to the American Bureau of Shipping, which ha a col 
parison up to a point in that the American Bureau of Shipping is a 


! ! = . 1 1 1] 
nonprotit, as | understand, private organization, which Is specially 


named in various statutes and regulations to perform certain functions 


I say, it is a comparison up to a point, but it ceases to be a comparison 


at the point where what we are objecting to in National Cargo Bar au 
takes over; that is, the American Bureeu of Shipping doe s not hold 
itself out to compete with the private surveyor in all phases of sur- 
vey work. It confines itself to certain special functions, the classi- 
fication of vessels, which is something that the statute says it should 
do, and the private surveyor still has plenty of room to operate with- 
out running into the competition of this Government-sponsored organ- 
ization. 

Senator Payne. May I ask a question there, Mr. Dunlap?  Yes- 
terday, | think, during the course of the testimony, there was reference 
made to—I have forgotten the official title—an underwriters’ group, 
so-called. 

Mr. Dunuap. The New York Board of Marine Underwriters. 
There was a corresponding San Francisco board. 

Senator Payne. As I understood, they had been in operation on 
the Pacific coast. 

Mr. Dunuap. They had been, ves. 

Senator Payne. On survey work and so forth 

Mr. Dunuap. Yes. 

Senator Payne. Did they provide competition to the private 
surveyors? 

Mr. Dunuap. They did, ves. 

Senator Payne. Was the effect of that competition felt as strongly 
as the competition that is coming from the organization now? 

Mr. Dunuap. No, it was not. They were just another ordinary 
private competitor. They did not have the favoritism which the 
Coast Guard has given to National Cergo Bureau in providing that 
its certificate shall have some effeet and some bearing and that the 
certificate of the private surveyor does not In other words, they 
were a competitor on equal footing. 
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Senator PayNnre. How many emplovees did they have as compared 
to what the present group has, do vou know? 

Mr. Dunuap. I don’t know. The only thing I do know is that 
from the statements made by the Cargo Bureau, they took over, I 
believe, on the west coast 4 surveyors from their predecessor, the 
San Francisco board, and they now have, or did last year, 8 on their 
staff. I believe there may have also been some former surveyors of 
the board who didn’t carry over to the National Cargo Bureau, so 
I am not sure we can say that the staff was necessarily doubled, but 
probably Mr. McDowell could give more information on that than I 
could. 

Senator PAyni You go ahead and proceed. I just wanted to clear 
that up 

Mir. Duntar. That brings up the point, of course, that in comparing 
the origin on the west coast with the east coast, the San Francisco 
board was just one of a group of competitors, not any larger than some 
of the other firms; whereas, on the east coast, the New York board, 
in most ports, at any rate, as [ understand it, had comparatively all 
the business to begin with, so that when National Cargo Bureau took 
over, and with the various tuings that resulted, there haven’t been 
the repercussions on the east coast that there have been on the west 
coast because nobodvy’s toes were stepped on. 

The point is that the American Bureau of Shipping just isn’t a 
competitive organization, and so when it has certain special functions 
to perform, it doesn’t go beyond those functions, as the National 
Cargo Bureau does in competing. The admiral himself said vester- 


day that he recognized that to give the National Cargo Bureau this 
favoritism with respect to grain—l eall it favoritism. I think it is 
that Mavbe it is more than favoritism to give that obviously gives 
it a competitive advantage in other allied fields, and I think it is 
obvious, and that is the way it has worked out Some of the private 


surveyors who have lost accounts have lost just grain accounts, but 
some of them have lost their accounts not only with respect to erain, 
but all other cargoes which the National Cargo Bureau competes with 
them on, which ts all cargoes 

In other words, I don’t think the American Bureau of Shipping 
analogy is quite complete 

If it is the desire and thought of the committee that we should 
proceed on the basis of the American Bureau of Shipping analogy, 
I have an amendment that I believe would cover that: in other words, 
I want to suggest that if the Coast Guard is to delegate to a private, 
nonprofit corporation—it so happens, the National Cargo Bureau 
that corporation, in order not to preclude competition in other fields, 
should at least be confined to carrving on the functions that are 
specificall) delegated to it so it won’t be able to 20 into other fields, 
make use of the competitive advantage that it has gained. 

I have a suggested form of amendment which I believe would cover 
that which I would like to present to the committee. 

Senator Payne. It would be very helpful, I believe, to the com- 
mittee, if that could be included and made a part of the record. 

Mr. Dunuap. Yes, I will do that. If I can just read it briefly, it 
would just add a proviso to section 4: 


Provided, howe , That the Secretary of the Treasury shall not be authorized to 
delegate any duties relative to the inspection of the loading, stowage, or securing 
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of grain or any other cargo, or the issuance of any certificate in connection there- 
with to any private organization which performs or holds itself out to perform 
any type of cargo survey work, other than the work specif \ delegated to it, 


in competition with other private surveyors 


[ frankly don’t know whether that is workable or not, but I do say 
that if we are going to delegate this special function and favor one 
concern in that manner, that if the American Bureau of Shipping has 
any parallel, that concern should not be a concern that should be 
eligible to engage in other competitive activity and thereby take advan- 
tage of this competitive edge. 

There has been reference made to the Dangerous Cargo Act pro- 
vision under which the statutory language is something to the effect 
that the Commandant, I believe, of the Coast Guard, may utilize 
the services of the Bureau for the safe transportation of explosives, 
and other organizations whose services he may deem helpful. 

As | believe Mr. Webster pointed out yesterday, that particular 
language doesn’t include the word “nonprofit” anyplace. It says 
“other organizations.’’ That, of course, is one of the things that we 
are seeking in connection with this amendment, that the word ‘‘non- 
profit”? be stricken. 

Further than that, I would like to point out that I don’t think the 
analogy to the Dangerous Cargo Act is complete in this instance, and 
it is a matter of statutory construction. The provision about secur- 
ing the assistance of other organizations in the Dangerous Cargo Act 
is in a section of the code that relates exclusively to the promulga- 
tion of regulations, and as I construe that—and this is just my own 
opinion—that particular section doesn’t give the Secretary of the 
Treasury or the Commandant of the Coast Guard any authority to 
do more than secure the assistance of other bodies and suggesting the 
form of regulations and suggesting the content of regulations, that it 
doesn’t go the several steps further that this bill goes and permit the 
official of the Government to delegate actual enforcement or actual 
policing duties to a private body. In other words, I don’t believe 
that the analogy to the Dangerous Cargo Act is complete. I believe 
that probably Admiral Shepheard or his attorneys differ with me on 
that point because they have purported already to designate the 
National Cargo Bureau as their agent for purpose of issuing certifi- 
cates under the Dangerous Cargo Act. That, of course, although 
they say that those certificates are not required, is another instance 
where the National Cargo Bureau has secured a competitive advan- 
tage over the other surveyors. I was a little concerned yesterday 
about something the admiral said. I don’t remember exactly what 
the language was, but it was indicative that maybe in tho future, in 
addition to grain cargoes, the next thing we would have was that the 
National Cargo Bureau was to be delegated the exclusive right with 
respect to dangerous cargoes. Now, grain cargoes aren’t a major 
portion of west coast shipping at all, but if we got into the poit 
where the National Cargo Bureau was the only one who could handle 
dangerous cargoes also, we would have a very serious situation, 
because a large portion of the vessels that leave port contain some 
dangerous cargo, so that it would be a situation where the National 
Cargo Bureau had to be on most of the vessels, and there again there 
would be that much less left for the private surveyor. 
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to mention one oti thing that the admiral said vesterday 


: 
iscussing his fear that there would be—if the private surveyors 





ensed to handie grain loading—a vielding to economic pressure 


referred to, of the necessity of keeping their clients happy by 
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as to the levalitv of the action which the Coast Guard has taken to 
ad In other words, already, and without the benefit of this bill 
tl (Const Gruanre has don he verv things that it 1s apparently 
seeking authorit todointt Dil In the grain recuiation it has said 


that certificates of the National Cargo Bureau shall be prima facie 
evidence of compliance with the provisions of the regulation with 
respect to the loading of grain In the Merchant Marine Safety 
Memorandum No. 16—53—-I believe Captain Wetmore referred to it 
briefly vesterday—dated 1 July 1953, it has—which was a memoran- 
dum from Admiral O’ Neil 1 am not sure who it is a memorandum 
to, and I would like to make the copy which I have a part of the 
record here 

Senator Payne. That will be made a part of the record. 

(Merchant Marine Safety Memorandum No. 16 


53 1s as follows: 


UNITED SratTes Coast GuaRD 


Washington, D. ( File: 


MERCHANT MARINE SAFETY MEMORANDUM No. 16-53 


Subject: Rules and regulations for bulk grain cargo, CG—266. 

} This circular contains information which should be disseminated 
to owners, agent and operator f ships of 500 gross tons and over carrving 
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Frankly, I have studied the International Convention fot he 
Safety of Life at Sea. Of course Congress hasn’t acted except to 
ratify. The Senate has acted to ratily that tre ty There is no law 
) the subje t, so whatever authority there 1 is drmved from the 
Convention itself 

No S | can see nothing in th: Conve ion that says anvthing 
about a requirement of certificate with respect to grain loading. 
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some provisions as to certificates to be issued with respect to fittings 


and 


there are also 








82 MISCELLANEOUS BILLS 
and appliances, veneral seaworthiness of a vessel. and as a matter of 
fact, the International Convention prescribes the form of those certiti- 
cates, but there is nothing in that whole International Convention 
that says one word about any requirement that a certificate shall be 
required with respect to the loading of grain. 

Now, in other words, I think that the Coast Guard has already 
exceeded its authority in the regulation in which it says that there 
shall be a certificate from the National Cargo Bureau and that a 
vessel can’t clear port without it. 

Senator Payne. Of course there is a place of legal recourse in a 
situation of that type. 

\ir. Duntarp. Yes, I have that in mind, and I believe that was 
one of the questions that was suggested, and I would like to explain 
that the private surveyors here recognize that they may have that 
and some other means of legal recourse. That is, going to the courts. 
However, the private surveyors are a rather small group, although 
we realize we have, you might say, a battle on our hands for survival, 
but we still are anxious not to incur the expenses of what extended 
litigation might be. We have felt to date that the most important 
thing for us was to try to get at the root of the situation and to correct 
it here in Washington, and that is the reason we are here, rather than 
battling in the San Francisco courts. 

One other phase of that which I think demonstrates very clearly 
that the Coast Guard is now acting in excess of its authority is the 
fact that the admiral, in his statement yesterday, admitted that the 
International Convention was deficient, and that is why they want 
this bill. He said it doesn’t authorize us in any way to control foreign 
vessels. They are free to come and go without limitation, and we 
therefore need this law so that we can put them on the same basis 
as domestic vessels. 

Now, on the other hand, the regulations which the Coast Guard 
has issued and this directive which has been made a part of the record 
say nothing about being limited to domestic vessels. They are 
applicable alike to foreign and domestic, and that in fact is the way 
the Coast Guard has applied it. The two cases that Captain Wetmore 
cited yesterday of vessels where the Coast Guard said, ‘‘with respect 
to grain loading, you can’t do this,” and one vessel left without any 
grain. Those were foreign vessels, so obviously the Coast Guard 
has been in favor of National Cargo Bureau, has been exceeding the 
authority which, by its own statement to this committee, it now has; 
certainly with respect to foreign vessels. 

Now, we don’t object, certainly, to the fact that foreign vessels 
and domestic vessels should be treated alike, uniformly, and given 
equal treatment under the law, but we do think that that principle 
has a somewhat broader application. We feel that the private sur- 
vevors and the National Cargo Bureau are entitled to equal treatment 
under the law. 

That, of course, brings up the question of licensing, which I believe, 
sincerely believe, is the solution to this problem. The objection is 
that it is a business, you might say, that is concerned with the safety 
of lives and property, and there is a public interest involved, and 
therefore, the Coast Guard says it doesn’t want to license. Well 
there are plentv of precedents for Tk Yesterd V1 


nsine Yesterday the Civil 


Aeronauties authority was mentioned In addition to that, doctors, 
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lawyers, accountants—there are all sorts of trades and professions 
where there is a licensing requirement in order to protect the public 
in just the type of situation we have here. 

ven the Coast Guard itself licenses the masters, mates, and pilots 
of vessels. Captain Wetmore is a licensed master of a vessel. Cer- 
tainly as the master of a vessel his responsibility is for the lives of 
people under his command and is just as great as the responsibility 
of the cargo surveyor who surveys a grain cargo. There is nothing 
fundamentally wrong with licensing. I think it clearly is a solution to 
permitting a continued—not foreclosing of this field of what has always 
been private endeavor, not foreclosing it to private endeavor, and |] 
think this, and I say this very sincerely, that the reason the Coast 
Guard doesn’t want to license is simply that they just don’t want to 
be bothered. They would like to see the National Cargo Bureau 
handle all of this. That was illustrated at the field level in what 
Captain Wetmore told you yesterday about the two grain vessels, 
where the Coast Guard officer—and, as I gather from Captain Wet- 
more, these were approximately the words the Coast Guard used, the 
officer, Lieutenant Wolf—‘“I can’t do anything about this, but if you 
will call the National Cargo Bureau in, I will leave the ship.”’ 

In other words, he was perfectly willing to surrender all responsibil- 
itv at that level to the National Cargo Bureau. 

Now, the same thing is true at the top level in the Coast Guard, 
and I have this point to illustrate it: Captain Wetmore mentioned 
yesterday that the private surveys last fall presented a plan through 
Congressman Allen to the Coast Guard which might have been in the 
way of working this out. 

I might say briefly that that plan was an arrangement under which 
the Coast Guard—not the Coast Guard, but the National Cargo 
Bureau itself—was in effect to license private surveyors as to their 
qualifications, for instance, to issue grain-loading certificates on its 
behalf, on behalf of National Cargo Bureau, and that would, of course, 
have permitted the private surveyor to stay in business with respect 
to grain loading. 

Now, that proposal was finally turned down by the board of direc- 
tors of National Cargo Bureau, but the point I want to make here is 
that that proposal was first presented by Congressman Allen to 
Admiral Shepheard in the Coast Guard, and Admiral Shepheard re- 
plied to Congressman Allen—I don’t have the letter, but I understand 
the effect was that something along that line might be worked out, 
and it would be up to the surveyors to take it up directly with the 
National Cargo Bureau. 

In other words, at the time Admiral Shepheard didn’t object to 
licensing, provided it was the National Cargo Bureau that was going 
to do the licensing. He was perfectly content to let the National 
Cargo Bureau license surveyors, apparently, on a fair basis as it saw 
fit, so long as he didn’t have to be worried about it. In other words, 
that illustrates the fact that licensing as such is not what the Coast 
Guard objects to. What it objects to is being bothered with licensing. 

Now, I think that considering the interests here, considering first 
the interests of safety of life at sea, and considering secondly the fact 
that we have a private business here, if there is any way which is com- 
patible with safety of life at sea of keeping that business, we ought to 
pursue it. I think that way is clear, that the Coast Guard, on the 








sof a reasonab| Ol deration oj the qualifications of Ssurvevors, 
can license em to cari on this work just exactly the same as it now 
Ce] e mast mates, and pilots of vessels 
I have anothe suggested amendment to cover, at least in brief 
tern S ( ! f tl committee pleases and I would like it 
a part of the record at tl m 
~) itor P ‘ That likewise be made a part of the record 
The ested amendment aby \ referred to 1s as follows 
| ‘ - | ) » P Co LRD 
) \ i) ~ 
\ } y 
I ) l 
i _ ! ) 
| . ry ay 
| 1) LAP. In other words ithout reading it, it would permit 
the Coast Guard to secure the assistance of persons nd organizations 
f merely nonprofit organizations, and it would further pro- 
it the (Coast G rad In securing that ASSISTANCE could hot 
ut imong persons and organizations who ws qualified, 
hat qualifications could be dete ied on a 
eu ble b: ! L] heation and the issuance of licenses bv the 
( eis ( 
Ky of legal draftsmanship, I haven’t had a chance to 
: able licensing provisions, and it may be that it should 
laborated on, but at least the thought of our suggestion is there, 
nd with that I leave it to the committee 
Senator P | All rieht. su 
\ir. W Mr. Dunlap, if I understand your position correctly, 


Mr. Wert r. Isn’tit 
vou might achieve a pyrr 
Coast Guard had no 
this function to anv orga 
National Cargo Bureau? 

Mir. Dunnar. Then the 


vuthe rity to de 


ISCELLANEOUS BILLS 


l 
{ 


ypimidon that there is no lawful authority ior 
ate or to abandon its obligation to perform 
» National Cargo Bureau nor to any other 

that correct? 
is correct: ves it lay be arguable, 
true that if vou did seek review in the courts, 
hic victory in that it might be held that the 


lelegate this function or to abandon 


{ 


] 
nization, ineludinge the independents or the 


‘next step would be that they would be in 


Congress, and we would still be before this committee. They would 
be see] that authority then, and we would still be before this 
Mr. Werstrer. Or they would be performing the function them- 


] 


Seives 
Mr. Dunuap. That is t 
Nin \W RSTER | just \ 





rue, That is also true. 
vanted the record to be complete on that. 





REP et lt 


MISCELLANHOUS BILLS So 


Senator Payne. Does that complete everything, Mr. Dunlap? 

Mr. Duntap. Yes, it does. 

Senator Payne. Thank you very much. | wish we had a lot more 
time because I am sure we could go on here 


Mr. McDowell is next. 


STATEMENT OF CARL E. McDOWELL, EXECUTIVE VICE PRESI- 
DENT, NATIONAL CARGO BUREAU, INC 


Mr. McDoweti. Mr Chairman, my name is Carl EK. MeDowell 


I 
l am executive vice president ol National Cargo Bureau bry 


hnonproknt corporation formed under the membership corporation la 


of the State ol New Yrok. | wish to pi ‘ace mV remarks D Statin 
that for 15 vears | was associated with the shippt i LaGUSLrV On Line 
Pacific coas Lam fullv aware of the differences between the Atlai 

and the Pacific coast In maritime practices and customs that develope 
over several decades. The nature of marine su vey work is one oO 


these ditke rence 
Now that safety at sea has evolved to the point that rain Cargo 
stowage has become a matter of international regulation, a premium 


is placed on achieving uniformity of standards and uniformity ol 
practices in « 


from statements made by the shipping industry that the shipowners 


letermining compliance with regulations. It appears 
favor the development of such uniformity and of such determination 
of proof of compliance. 

The C'oasé (cuard has invited and ncouraged self-regulation Iy 
industry. ‘the option as to a National Cargo Bureau and as to the 
use Ol its highly specialized surveyors has rested from | e outsell 
since 1948, with the shipping industry and marine underwriters 

I think, Mr. Chairman, that this could be the sole consideration | 
your committee 1 ither than the distorted and beclouded version of 
the situation set forth by Captain Wetmore and Mr. Dunlap 

However, being fully cognizant of the differences between Atlantic 
and Pacific coast practices, the National Cargo Bureau has endeavored 
in utmost sincerity to meet points of difficulty that would arise in t! 
application of a nationwide organization. One major point of differ 
ence Is a matter of concern to shipowner The resolving of this 
point rests neither with NCB nor the pri 
custom that rests entirely With ship operators to mmitiate or agree to 


- 


ate surveyors, but IS 


a change, 

Mr. Dunlap referred a moment ago to the roots of this situation 
being in Washington. I submit, sir, that the roots for this situation 
rest in the shipping industry. 

NCB does not impugn the integrity nor the value of the experience 
of the private surveyor. NCB does believe that it offers a highe 
professional capacity than the individual private surveyor, and NCB 
does believe that it is a freer agent than the private surveyor Who 
must seek his client in competition with other private surveyors 

Parenthetically, this word ‘‘competition” needs some clarification 
and I will return to that subject. 

One difficulty for the private surveyor, if we may assume that 
regulation for safety at sea is recognized as a function of government, 


is that in his work he cannot satisfactorily serve two masters—his 
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competitive, profitmaking interest in serving his client, and an interest 
in enforcement of regulations 

Mr. Chairman, in working out a transition to this essential nation- 
wide service, National Cargo Bureau has consistently endeavored to 
maintain a spirit of good will. NCB has hoped that time and ex- 
perience would resolve the points of difference that have existed. 
The antagonistic attitude of certain private surveyors has about 
destroyed the possibilities of amicable negotiation. 

Captain Wetmore referred yesterday to the private surveyors’ 
“ficht’’ with NCB. I believe, Mr. Chairman, that it takes two sides 
to have a fight. By his misrepresentation Captain Wetmore would 
lead the committee to conclude that there is a fight. This would be 


incorrect. NCB has consistently stated and acted on the policy of 
making itself available as a service organization. It has not solicited 
business. It does not compete in the sense of going out to take busi- 


ness away from someone, in spite of false and unsubstantiated state- 
ments by Captain Wetmore. 

NCB initiated operations on the Pacific coast after negotiations 
were concluded with the Board of Marine Underwriters of San Fran- 
cisco. This marine underwriters organization was and is quite differ- 
ent from the Board of Underwriters of New York. It is one of the 
pots ol difference in practice and customs to which I have referred. 
gut this point of difference was amicably resolved. The marine 
underwriters in San Francisco were reluctant to agree to a change 
becanse such a change would modify their organization and because 
they wanted assurances that their cargo surveyors would not be un- 
emploved and the cargo inspection standards would not be lowered by 
pressures which might be brought to bear on NCB. These matters 
were all resolved. 

In the spirit of good will to which I have referred, NCB has had 
discussions with some of the private surveyors on the Pacific coast. 
One of these developed at the suggestion of Congressman Allen, who 
forwarded to NCB a proposal to which Captain Wetmore referred 
yesterday. Captain Wetmore did not inform the committee that he 
failed to send NCB certain information that I felt was agreed upon 
at San Francisco and that would have assisted in clarifying the points 
of difference that exist. Therefore, it is misleading and distorting for 
Captain Wetmore to write to SenatorKnowland, as he did on March 5, 
1954—see page 5 of appendix A) attached to his statement of vester- 
day —and state without giving the facts that the directors of NCB 
“turned down all suggestions.”” NCB did ultimately have to write 
to Congressman Allen to the effect that no area of agreement exists 
between NCB and Captain Wetmore’s group. 

Captain Wetmore has fallen back on tactics and language that are 
most unfortunate. For example, | seriously question the ethics of his 
reckless remark yesterday that NCB uses membership in NCB as a 
‘clever’? move to solicit business. 

In one of our meetings in San Francisco I found it necessary to 
demand that Captain Wetmore retract certain other reckless remarks. 
I feel that he should be given an opportunity to clear the record here 
by withdrawing this remark 

Men become members of NCB in their individual capacity, just as 
they do in the American Bureau of Shipping, and they are invited 
into membership. No one has to accept membership. NCB has 142 
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individual members who, in business, are associated with technical 
associations, government, Marine insurance, and the shipping industry. 
Men on all three coasts have been invited, and | wonder if Captain 
Wetmore’s wish is that NCB should discriminate against the Pacifie 
coast from a membership point of view. Perhaps this is part of the 
fight he refers to. 

I would like now to turn to Captain Wetmore’s experience on the 
Kenkoku Maru. It would be appreciated if I may have entered at 
this point in the record a statement by Capt. A. S. Anderson, deputy 
chief surveyor of NCB, which we have not had time to tvpe but will 
submit within the period you announced vesterday. 

Senator Payne. It will be included 

(The statement by Capt. A. S. Anderson to be furnished is as 
follows:) 

STATEMENT A 


Remarks supplementing statement made by Mr. Carl E. McDowell, executive 
vice president, National Cargo Bureau, on March 24, 1954, to be inserted 
in the record at p. 108 of transcript of proceedings. Comments by Capt. 
\. S. Anderson, deputy chief surveyor, National Cargo Bureau, on letter from 
Capt. R. H. Wetmore, secretary, Pacific Coast Conference of Marine Sur- 
veyors addressed to Hon. William F. Knowland, dated March 5, 1954 


Captain Wetmore states that between November 18 and 24, 19538, the Japanese 
teamship Kenkoku Maru could not load her full quantity of bulk rice because the 
Coast Guard in San Francisco held that since this vessel was of the shelter-deck 


type she would be required to comply with load line regulations by battening down 


the hatches within the shelter deck. Thia, it is alleged, prevented the vessel from 
loading bulk rice in the lower deck because a feeder box could not be erected in 
the shelter deck and, at the same time, comply with load line regulations by 


battening down the shelter-deck hatch in question. 
He, Captain Wetmore, further states that on the subsequent voyage of this same 
sel she loaded under National Cargo Bureau inspection and was permitted 
» take her full quantity of grain, the inference being that she was permitted 
to load this additional grain because the Coast Guard favored National Cargo 
Bureau and permitted the Bureau to do something which they prohibited a 
private surveyor from doing 
The facts are as follows: 


Ve 


The deputy chief surveyor of National Cargo Bureau in San Francisco was 
advised by the Coast Guard in San Francisco about the decision to require the 


battening down of shelter-deck hatches The deputy chief surveyor in San 
Francisco immediately advised the chief surveyor of National Cargo Bureau in 
New York about this new ruling. The chief surveyor then drew up plans to 
nstall additional fittings in compartments which would tend to offset the loss of 
the feeder box and still maintain a reasonable safety factor. These plans were 
submitted to Coast Guard headquarters for their consideration under ‘‘equi- 
valents” (see. 144.10-90, rules and regulations for bulk grain cargo Coast 


Guard headquarters agreed to permit the use of the additional fittings, as a tem- 
porary measure, until such time as the question of the advisability of battening 
down hatches in the shelter decks on grain-laden vessels had been resolved 


National Cargo Bureau loaded three vessels under this temporary arrangement 
and, after battening down the hatches in the shelter deck, bins were erected and 
the permitted 23 percent loaded therein (sec. 144.20—40 (a 3), rules and regula- 
tions for bulk grain cargo 

In due time, after this question had been discussed between Coast Guard head 
quarters and the district commander of Coast Guard in San Francisco, the decision 
was reached that the safety of a grain-laden ship would be enhanced by not batten- 
ing down and by resuming the use of feeder boxes in a shelter deck. 

National Cargo Bureau, and its predecessor, the Bureau of Inspection of 
Board of Underwriters of New York, is well aware of the dangers which could be 
caused by shifting grain; they have had long experience in inspection of grain 
fittings. Because of this experience they were able to draw up and submit to the 
Coast Guard these ‘‘equivalent”’ plans seing able to keep in touch with events 
on the Pacific coast and to speedily make its substitute proposals was only pos- 








. perience j the fitting for and loading 
I i rea n that it was not because of any favorit 
i ‘ Coa ird Na il Cargo Bureau to continue to give 
id of gra LUISE e Coast Guard considered the Na- 
ich would mainta i reasonable 

bat te xe dow! helter-cde 


I] | 1) ) la ot 
) 1 1 ral 
| e ( a C7uard 1 i part ! hcveres In I bs 
( e to st lat in my opinion Captain Wetmore 
| ) the difference in professional! 
Vee] 52 1 ve ! such as Captain Wei nore, and 
( Bure C‘apta Wetmo failed to tell the com- 
) ( eq 1e I"\ important ia NCB 
{1 ulable to a ise al i@ Who wishes 
a) ‘ \ ( ipl ) Lmore has bee tad DY ] nore 
) Lie ma ot private irvevors iree to consi 
NCH p ( 1 Cd ho anv subject tha Lits thin ou 
) ( yal \\ no «| hy ( ( | Ye ) aeputy hy 
( ) irom e pel na ead TO! eC ASSISLTAIV inh trail { nin 
I Te | \I ( his l ! th I your committee rly ¢ 
L Lene care! ‘ aeration mm weighing het ier 4 aptain 
WV ( iS ra eth t Charo’ 
tera oun | i adi 1 { omment on some of the questions 
) 
) ythat. Mr. ¢ ll in, L would like » refer to ¢ aptaim 
er hore = { ent terda wna cle il solely vith page | and i 
vo hy e that be re vou. | ould like to refer to the first paragraph 
to 7 ( statemel ‘7 riol to Tue dvent of \ itional Carzo Burea 
Lier vere appl mate ) survevors in this recognized field 
\ir. Chairman. in tus pretest | refers to more than 25 survevors 
- rotest is signed by approximately 45 survevors. We have asked 
peatedly to be informed as to what survevors, which survevors, 
sure | neo adam i by the xistence ol] National ( rgzo Bureau, Lie 
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| isisnan extreme exnneveration 

In the second paragraph the statement is made: ‘This provision is 
designed sper ifically to further Nationa’ Cargo Bureau, Ine., a New 
York corporation, whose membership consists largely of shipping and 
underwriting interests.”’ I refer again to my remark, sir, that mem- 
bership is in an individual capac ity under the corporation laws of the 
State of New York 

In the next paragraph the statement is made and underlined, in the 
middle of the paragraph, ‘‘A Los Angeles surveyor has been run out of 
business completely. National Cargo Bureau, Inc., has taken his 
accounts 

That, sir, is a ridiculous distortion and misleading statement. I 
challenge the use of the word “‘taken.’’ It was the option of the ship 
operator that he turn that business over to National Cargo Bureau. 
We do not take business from any private surveyor. 

He uses the word “accounts,” plural. I suggest consideration be 
given to the fact that Luckenbach Guli Service is one of those ac- 
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counts, and it is now out of business. The other account came to us, 
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as I say, voluntarily from the ship operator. This is typical of the 
distortions that appear throughout this paper. 

Turning now to the protest, Mir. Chairman, pages 10 and 11; at the 
top of page 10 is the statement that NCB has expanded its staff of 
surveyors on the Pacifie coast to the point where it now has a total of 
eight full-time cargo surveyors. ‘This is a misleading use of the word 
~e xpande d,’’ infe Tring that we have expanded beyond the point of the 
San Francisco board and inferring that we have expanded to the point 
that we must take business away from somebody in order to keep our 
men busy. This is a distortion and a misleading statement. 

National Cargo Bureau, as I said, worked with the San Francisco 
Board of Marine Underwriters to the end that we would absorb from 
the San Francisco board as many of their cargo surveyors as we — 
We did employ one of their surveyors at Seattle. The ‘Vv pre ‘ferred t 
keep the other men. We employed the two cargo surveyors that ther Vv 
had at Portland, Oreg. We employed one of the men that the 'v he id 
at San Francisco They preferred to keep the others They had ho 
‘argo surveyor in Los Angeles. They had no administrative cargo 
surveyor on the Pacifie coast. We now have 8 surveyors, sir, com- 
pared to the 9 that the San Francisco board had. One of ours is an 
administrative person, and in Los Angeles we have a man where they 
never had one before. 

At the bottom of page 10 and extending over to page 11 is the refer- 
ence that NCB has now replied that it proposes to take no action. 
There are a number of places at this point on page 11 where it is under- 
lined that Mr. MeDowell refused to do so and s 

Mr. Chairman, these again are peggy vo misleading references 
to conversations that were had, as I say, in a spirit of good will ¢ 
San Francisco. 

In the first place he says, “Mr. McDowell refused to do this” 
referring to wanting me to put out a memorandum that would have 
the purpose of correcting and avoiding recurrence of these misunder- 
standings, and elsewhere he refers to abuses. 

Mr. Chairman, we don’t recognize that there are any abuses. 
Therefore it would seem quite logical that I would have to say that I 
cannot issue a statement to correct abuses we do not recognize. 

Mr. MeDowell refused to make any such commitment 
soliciting the surveying business. 


} 


aving to do with our 


I say, and I say in full sincerity, we do not solicit business. How is 
one to define “competition”? Yes, we exist, side by side with private 
surveyors. That is not, in my language, active competition in the 
sense that we are soliciting their business. 

The awarding of business by a ship operator to National Cargo 
Bureau, formerly had by a private surveyor, again is not solicitation. 

I believe that comple tes the reference to the protest unless counsel] 
has any other questions. 

Mr. Wesster. Mr. McDowell, you commented on the present size 
of your organization in relation to the size of the San Francisco Board 
of Underwriters. 

Mr. McDowe tt. Yes, sit 

Mr. Wensrer. If the pending bill, 5. 602, passed, how much 
larger an your present organization do you anticipate you would 
have to become on the west coast to handle the volume of business 
which pas could reasonably anticipate would come your way? 
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Mr. MceDowe... Sir, | might like to give some further consideration 
to that question. Lam inclined at the moment to say that we wouldn't 
have to expand at all, sir; from what we are today. 

Mr. Wessrer. Is that another way of saying that even if the bill 
passed in the form in which it is proposed, you do not think that it 
would adversely affect the int saat the Pacific Coast Conference of 
Marine Surveyors? 

Mr. MceDower.t. For the purpose of S. 602, which is limited to 
erain, the answer to your question is ‘‘No.”’ Inother words, we would 
not have to expand. 

Mr. Wesstrer. You do not think that the bill in its present form 
would adversely aifect the interests of the Pacific Coast Conference of 
Marine Surveyors? 

Mr. MceDowe tu. I do not think it would affect them adversely 

Mr. Wesstrer. Then isn’t it true that you take exception to the 
argument which they have made that in, as they express it, giving 
favoritism to the National Cargo Bureau for the grain cargo, that 
favoritism or competitive advantage carries over into all fields of 
cargo surveying——you take exception, I gather, to that line of argu- 
ment. 

Mir. MeDowe.t. Sir, I take exception to the distortions with which 
they have approached this problem. I have said at the outset there 
are points of difference that have arisen out of many decades of the 
growth of these custoins on the Pacific coast as against the Atlantic 
coast. Lam convinced that with time they can be worked out without 
further damage to the private surveyors if, in a spirit of good will, 
with the encouragement and cooperation of the shipping industry, 
this thing could be worked out. 

Mr. Wessrer. Our time is running out, I am very sorry. 

Mr. McDowxti. May I make one more reference back here that 
I overlooked: On page 11 of the protest, where they ask for reaffir- 
mation of my previous statement me ade in the paper prese nted before 
the Propellor Club in October 1952 before NCB was in operation, 
that it was not the purpose or function of National Cargo Bureau, 
Inc., to interfere with private business relationships—again, sir, a 
distortion. Nowhere in my paper do the words ‘private business 
relationships” appear. In the introductory remarks of the paper 
I made reference to the overlapping or conflicting of work of existing 
private and governmental agencies. In the body of the remarks where 
I was being more fully explanatory of my purposes, I said that the 
Cargo Bureau will supplement and not duplicate nor functionally 
be in conflict with the work of other organizations, and I went right 
on at that point to say that it is intended that its technical and other 
committees and its chief surveyor will work closely with the Bureau 
of Explosives, the Manufacturing Chemists Association, and similar 
organizations, and there is no reference intended or implied with 
regard to the private surveyors in that connection. 

I would like at this point to introduce another statement by Capt. 
A.S. Anderson, to whom I have already referred, giving some interest- 
ing background in the history of development of grain regulations 
which I think would be explanatory material for the committee's 
consideration. It has not been typed yet for submission. 

Senator Payne. You will submit that, though, for the record? 


Mr. McDoweE tu. Yes, sir. 
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Senator Payne. That will be included. 
(The second statement by Capt. A. 5. Anderson above referred to, 
to be furnished, is as follows:) 


STATEMENT B 


(Remarks supplementing statement made by Mr. Carl E. MeDowell, executive 
vice president, National Cargo Bureau, on March 24, 1954, to be inserted in 
the record at p. 115 of transcript of proceedings) 


Britr History OF THE BOARD OF UNDERWRITERS OF NEW YORK AND ITs BUREAI 
or INspecTiON (LATER NATIONAL CarGo BurREAU, INC. 


For over 100 years underwriters have been pioneers in the promulgation of 
rules and recommendations in connection with stowage of cargo on board vessels. 
In so doing they not only protected their own interests but also the interest of 
the shipping companies and the men who sailed the ships 

At first individual insurance companies had their own surveyors perform these 
inspections. Later the Board of Underwriters of New York formed their bureau 
of inspection and the surveyors operated from one office Rules for the safe 
stowage of cargo were drawn up at conferences held between the surveyors of the 
bureau of inspection and its loading committee. 

The shipping industry realize j that inspection of their vessels by board of 
underwriters survevors was of considerable benefit to them and, in due time, the 
ship operators called upon the board’s surveyors for advice in stowing their 
cargoes, compensating the board for such advice and inspection of stowage. The 
fees for this service were nominal and have continued so to the present time on a 
nonprofit basis. 

It was about the vear 1900 that countries who were interested in the carriage 
of bulk grain in their ships first aecided that something had to be done about 


grain-laden vessels. At a meeting that vear of the Institute of Naval Architects 
it was brought out that there were more grain-laden vessels lost at sea than any 


other type of laden vessel. It was the opinion that the losses were the result of 


grain in the ’tween decks shifting. They made recommendations, which later 
became rules in several countries, designed to prevent grain from shifting. 

Once again the Board of Underwriters of New York was a leader in drawing 
up rules for the safe carriage of grain. These rules have been quotea by almost 
all authorities on the stowage of cargo. 

On November 19, 1952, National Cargo Bureau, Inc., took over the functions 
of the Bureau of Inspection of the Board of Underwriters of New York and certain 
functions, pertaining to the inspection of cargo, of the Board of Marine Under- 
writers of San Francisco. 

National Cargo Bureau has its headquarters in New York. At headquarters 
there are the executive vice president and secretary in the administrative depart- 
ment and the chief surveyor and a deputy chief surveyor in the technical depart- 
ment. These men are always available for consultation and they can speedily 
contact the other officers and the chairman of the operating committee. On the 
Pacific coast a deputy chief surveyor has his headquarters in San Francisco and 
the deputy chief surveyor for the west gulf area is located in Houston, Tex. 

The deputy chief surveyors in San Francisco and Houston keep in close touch 
with the work done in their respective areas and may be called upon from time 
to time to straighten out the problems of their surveyors. If the deputy chiefs 
feel they shoula not act in certain matters thev can contact the chief surveyor or 
deputy chief surveyor in New York and, in a few minutes, they can receive advice. 

National Cargo Bureau is of benefit to ship operators in many ways but to cite 
just two of these may be of interest. 

(1) A ship operator can be assured that his competitor has to comply with the 
same set of rules. 

(2) A vessel’s master receiving a pass of readiness to load from, say, our sur- 
veyor in Portland, Oreg., may proceed to any other United States port and feel 
confident—accidents en route excepted—that his vessel will be accepted as 
ready when he arrives, due to the uniformity of instruction and training of Na- 
tional Cargo Bureau surveyors. 

tegular visits to all ports are made by the chief surveyor or his deputy chief 
in order to get firsthand information and knowledge of problems, to give further 
instruction on specific matters and to iron out any difficulties which they may have. 
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Cove ent f Canada, Australia, and United Kingdom feel that the 

age of k grain is so important that only Government surveyors are per- 
f { ra owa 

Car surea vell anized and its survevors well trained so that 

spectior n an unbiased manner Its uniform rules 

from 1 chief survevor and deputy chief survevors to 

field place a very good position to perform these inspec- 


\Ir. MeDowe ni There have been some references made to ( ‘aptain 
Lapsley and our approach to him recently in connection with expansion 
of some of our activities in Los Angeles Harbor. What you have not 
|, sir, is that the directors of National Cargo Bureau, in this 
same spirit of cood W ill and wry ing’ to resolve these differences. directed 
Captain Kane to go to Los Angeles and eall on the private surveyors 

ee whether or not there was some area of agreement where we 
could answer this problem of livelihood, as they sav. Captain Lapsley 


had to inform us that because of his membership in the Conference of 


peen Ol 


Na ine Survevors, he was not able LO consider doing business with us. 

Now, we have gone as far as we possibly can at all times to meet 
this situation and satisfy the complaints of the private surveyors, and 
we will continue to do so, sir 

In conclusion, | would like to state, first of all, National Cargo 
Bureau absorbed the San Francisco board personnel on the Pacifie 
coast and guaranteed the livelihood of those Pacific coast surveyors 
who were cargo surveyors and wished to come with National Cargo 
Sureau 

wo, National Cargo Bureau will continue to inake itself available 
to do business on the Pacific coast It will not take business. 

Three, Congress has placed the responsibility on the shipowner to 
comply with regulations. The option as to taking inspection from 
National Cargo Bureau or from a private surveyor continues to rest 
with the shipowner. If the Coast Guard and the shipowners prefer 
the professional capacity of NCB to satisfy the new requirements to 
achieve safety at sea, the grievance of the private surveyor is not in 
Washington, but is with his client 

Thank you very much, Mr. Chairman. 

Senator Payne. I wonder if I may ask if you prepare an annual 
report of National Cargo Bureau, Ine ? 

Mr. MeDower.t.. We have just had our annual meeting the first 
week of March. I would be very happy to submit full reports. Our 
life is an open book, Mr. Chairman. You may have anything you 
want just as the private surveyors may. 

Senator Payne. In other words, such report would include the 
officers, board of directors, as such? 

Mr. McDower ti. The members 

Senator Payne. The membership, the source of revenues, the ex- 
penditures? 

Mr. McDowe... Our financial statement, sir. 

Senator Payne. Any investments? 

Mr. McDowe... Yes. 


Senator Payne. In other words, the balance sheet and the operating 


statement. 


Mr. McDoweE uu. Yes. 
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Senator Payne. If you will submit that, that may be made available 
to the committee. . 

Senator Payne. Admiral Shepheard, do you wish to appear at this 
time, or would you rather, as a result of the testimony that has come 
ip to this point, have a chance to review that testimony when the 


{ 


record is complete and then submit for the committee such statements 


as vou wish to make in connection with that? 


ADDITIONAL STATEMENT OF ADM. H. C, SHEPHEARD 


Admiral SHerHeArD. I would, sir, like to have the opportunity 


to submit a brief. I thought possibly this morning that time might 
permit me to state that | might not be able to compete with the 
impressionistics of the lawyer, but I will debate the technical or naval 
architecture with any marine surveyor, and a most serious indictment 


was made vesterday that the Coast Guard had given its blessing to a 
vessel going to sea in an unseaworthy condition, and that had it been 
in collision or foundered, it would have been found in an unseaworthy 
condition. The converse of that is true. 

Senator Payne. We have just a few minutes here before the mem- 
bers of the full committee come in, and if you want to take time now, 
or however you would like to do it 

Admiral SHepHearp. Either way, sir. IL will continue until you 
are ready to stop, but 1 do want to impress upon you that misstate- 
ments were made here yesterday by a marine surveyor who referred 
to a freeboard deck as a weather deck, and a statement that the load- 
line regulations require the hatches to be secured in place on a shelter 
deck, freeboard deck, area. 

That is not true. Any naval architect—I am speaking facts now, 
they are a matter of record, and anyone can see them. 

Our San Francisco office made an honest mistake. Our San Fran- 
cisco office, following a bad accident on the west coast, much to my 
concern, issued a regulation that these feeder boxes should not be 
used, 

Senator Payne. I am sorry. Counsel has just advised me that 
we just did get the nod that the chairman and the other members of 
the committee are waiting. 

Admiral SHepHearp. All I wish to say is that 1 am sure that the 
accusation inade yesterday, if it were true, | should be court-martialed ; 
but I want to prove, and I believe I can make that one boomerang. 

Senator Payne. You will have full opportunity, Admiral, to refer 
to the record and then make such statement for the purpose of the 
record as you desire. 

Admiral SuHepHearp. Thank you, sir. 

Senator Payne. Are there others who wish to include anything in 
the record or anyone who wishes to appear further? If not, we will 
declare this hearing adjourned, and the record will be kept open the 
announced period of time so that any statements further may be 
included and made a part of the record for the benefit of the com- 
mittee. Thank you very much. 

(The letters referred to are as follows:) 
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CONFERENCE OF AMERICAN MARITIME UNIONS, 
Washington, D. C., March 22, 1954. 
Re 8S. 602 
The Honorable Joun M. BuTLer 
Chairman, Subcommittee No. 4 on Water Transportation, 
Senate Interstate and Foreign Commerce Committee, 
Washington, D. C 


Dear SENATOR BurLter: The Conference of American Maritime Unions is 
comprised of all of the non-Communist dominated maritime unions affiliated 
with the American Federation of Labor. the Congress of Industrial Organiza- 
tions, and the marine affiliates of the United Mine Workers. These unions repre- 


sent approximately 130,000 licensed and unlicensed seamen 

The Conference of American Maritime Unions favors the provisions of 8. 602, 
a bill to provide for greater safety of life and property at sea by authorizing the 
Secretary of the Treasury to prescribe rules for the loading, stowage, and securing 
of grain and other similar bulk cargoes. 

This would authorize the Coast Guard to promulgate and enforce rules and 


regulations for the loading, stowing, and securing of grain and bulk cargoes. 
This is most desirable because of the great hazards to life and property at sea 
resulting from improperly loaded, stowed, or secured grain and bulk cargoes. 
The seamen of our Nation are only too familiar with maritime disasters resulting 
from improper loading, stowing, and securing of bulk cargoes. An example is 


the steamship Pennsylrania which sank and the seamen were lost. 
We urge you to submit a favorable report on 8. 602 and to press for its enact- 
ment into law 
Sincerely vours, 


Hoyr S. Happock. 
P. S. We regret we are unable to attend and personally submit our views to 


your subcommittee at this hearing. We would greatly appreciate your reading 
this letter into the record Thank vou. 





NATIONAL SECURITY COMMISSION, THE AMERICAN LEGION, 
NATIONAL MERCHANT MARINE COMMITTEE, 
March 19, 1954. 
CHAIRMAN, SUBCOMMITTEE ON WATER TRANSPORTATION, 
Committee of Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

Dear Srr: The American Legion considers 8. 602 to be essential legislation 
and favors strongly its passage. ‘The legislation will encourage the growth of a 
strong American merchant marine. It implements International Convention 
for Safety of Life at Sea and extends authority whereby the United States Coast 
Guard can assure safe practices in the stowage of grain cargos by foreign flagships. 

Marine underwriters in the United States over a period of many years developed 
rules for the safe stowage of bulk-grain cargos; these rules have had international 
recognition and have been adopted by the Coast Guard as Government regulations. 
A strong merchant marine will benefit from maintaining the highest possible 
standards for safety at sea, but the competitive status of American flagships will 
be endangered if foreign flagships loading grain in American ports do not observe 
the same standards 

Respectfully submitted. 

Henry C. Parke, National Chairman 


Boarp or Marine UNDERWRITERS OF SAN FRANcisco, INc., 
San Francisco, Calif., May 28, 1958. 
Re Senate bill 602 
Senator Cuartes W. Tosey, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington 25, D. C. 

Dear Sir: This organization registers strong support for the passage of S. 602. 

Marine underwriters on the Pacific coast recognize the need for a nonprofit 
surveying bureau to assist the United States Coast Guard to discharge its respon- 
sibilities and strongly support its purposes and operation. 

The legislation will further the development of measures applicable to safety 
at sea and economy in Government. Also, it is intended to earry out: the pur- 
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poses which led this board to relinquish to National Cargo Bureau the cargo- 
loading inspection work aboard oceangoing merchant ships at Pacific coast ports 
that was begun by the board in 1886. 

Underwriters together with Pacific coast ship operators have joined in the 
administration and guidance of National Cargo Bureau. Self-regulation by in- 
dustry in this connection will assist Government to assure greater safety at sea 
while achieving economy in Government. 

It is hoped that you will support the early passage of S. 602. 

Yours truly, 
BoarRD OF MARINE UNDERWRITERS OF SAN Francisco, Ine. 
F. B. GALBREATH, President. 


Boarp OF MARINE UNDERWRITERS OF SAN FRANCISCO, INC., 
San Francisco 4, Calif., March 19, 19 


Re 8. 602 
Senator JoHN BUTLER, 
Chairman, Subcommittee on Water Transportation, 


Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington 25, D. C 


Dear Sir: The Board of Marine Underwriters of San Francisco, Ine., confirms 
its support of 8S. 602, the Grain Cargo Act. 

Our board initiated cargo-loading inspection activities on the Pacific coast and 
for many years maintained highly qualified surveyors at Pacific coast ports. 
During 1952, in cooperation with other marine underwriters and with shipowners, 
and in order to encourage the establishment of a nationwide nonprofit cargo 
bureau, this board made its cargo surveyors available to the new bureau. This 
action was taken on the understanding that the new bureau would maintain the 
same high standards for safe stowage and the performance of surveyors duties 
that were observed by this board. 

S. 602 is essential legislation to complete the authority of the Coast Guard in 
connection with the Government’s responsibilities to bring about greater safety 
at sea of ships, cargoes, and personnel. The United States leads the world in 
achieving greater safety at sea. Standards of safe stowage and surveying per- 
sonnel developed and trained by marine underwriters have contributed to this 
leadership. Therefore the Coast Guard’s authority and the National Cargo 
Bureau’s activities and independent status are vital to further development of 
safety at sea. 

Yours truly, 
J. WADDINGTON, Secretary. 





SEAFARERS INTERNATIONAL UNION OF NortH AMERICA, 
San Francisco 5, Calif., May 29, 1953. 
Subject: Senate bill 602: To provide for greater safety of life and property at 
sea by authorizing the Secretary of the Treasury to prescribe rules for the load- 
ing, stowage, and securing of grain and other similar bulk cargoes. 
To Members of Senate Committee on Interstate and Foreign Commerce: 

DerAR SENATORS: We want to take this opportunity to notify vou that all the 
unions affiliated with the American Federation of Labor in the seamen’s field are 
definitely in favor of the passage of this bill which we think is a good one and 
should have been in effect a long time ago. 

As we understand it, the Coast Guard will be given authority under this bill to 
prescribe rules and regulations for loading, stowing and securing of grain and bulk 
cargoes. A couple of years ago an American-flag vessel and all hands were lost in 
the Pacific Ocean due to faulty stowage of bulk cargo. Grain and bulk cargo is 
very hazardous and if proper regulations are not enforced while the vessel is load- 
ing and proper safeguards are not taken, the men sailing those ships are taking a 
chance. 

We believe the Coast Guard should have the complete authority to preseribe the 
proper rules and preventatives and the proper personnel to enforce this act. 

We see nothing wrong with the bill as it is and we heartily recommend its 
passage. 

Very truly yours, 


Harry LUNDEBERG, 
Secretary-Treasurer, Sailors Union of the Pacific, President, Seafarers 
International Union of North America, A. F. of L. 
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Re $8. 602 


Hor cK G. PAYNE, 


My Dear SeEnaTOR Payne: This relates to the bill, 8. 602, upon which, as we 
inderstand, hearings are to be held before the Subcommittee on Water Trans- 
portation on Tuesday, March 23, 1954. We are in favor of the bill and would 


appreciate it if you would include this letter endorsing the bill in the record of the 

S. 602 was submitted to the Senate by the Treasury Department as enabling 
legislation to authorize the Secretary of the Treasury to promulgate regulations 
for the safe loading and stowage of grain and other bulk cargoes. Such regulations 
are necessary to implement and enforce the International Convention for Safety 
of Life at Sea, 1948, which the Senate ratified in April 1949. 

Under the provisions of the bill, the Secretary would be authorized to avail 
himself of the advice, service, and facilities of any private nonprofit organization, 
so that enactment of this bill, the Secretary advises, would not entail any addi- 
tional expenditure of Government funds 

So far as I know, this bill has the support of the entire shipping industry, and it 
is our earnest hope that it will be enacted at the present session of Congress. 

Sincerely yours, 


GEORGE W. Moraan, President 
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CHAIRMAN, SUBCOMMITTEE ON WaTER TRANSPORTATION 








l ted States Senate, Washington, D. ¢ 
CGZENTLEMEN I am interested in the hearings on bill S. 602 wt h will be e« ‘ 
lered by your committe on March 23, 1954 
[a ( p 1 a 1 cargo surveyor | he National Cargo B i Ine i 
itionwide i ition, the function ¢ hich is to pr le a carga irvevings 
ee ( powne!l Wi i ther ! he solving of probl oO! loading 
i ero ind other cargos on board ( Here « he we coa we handle 
rail Whi col lered a | ira cal ) 
e inception of the National Cargo Bureau on November 19, 1952 
( t the Board of arine Underwriters of San Francisco as a 
urine rveyvor As an employee of that orga utior Llso rveved ships for 
Cy OSE ry I i | ror he al carriage f I | ive bet I 1 irzgo 
I Po ind e July 1948 1 tha e more ra has moved 
it oO po! a il tir I I | I | rve e maiorityv of 
ps carryil rrain and therefore can be « dered a qualified surveyor 
' irgoes 
na I I red isiiheatior fo i arin Iirvevor it pnior to my 
ent as suc I had been a shipmaster employed by American Steam- 
| I rk {for A ( ca Hawaiian for 20 vear \ L,secama I p officer 
i ( | I rmyv ¢ per ce l i I ul qual 
i Ir\ or and a i ul I ca ( iZardous Ca ( par 
( i ral! 
\s a long-time resident of Oregon and as an established cargo surveyor in the 
port of Portland I am interested in the passage of S. 602. I believe the passage 
of this bill is essential to the interests of publie safety \s a surveyor in the 


e National Cargo Bureau, whom the Coast Guard has recognized 
being helpful in administering the provisior of the Dangerous Cargo Act. 








ri powners a ser ce nm re d to safety at sea, w ich 
they need and desire . 
Very truly yours 
Capt. Davin L. BENNETrT, 
Portland, Oreg. 
San FrANcisco, CaAuLit March 18, 1954 
CHAIRMAN, SURCOMMITTEE ON WaTER TRANSPORTATIOD 
Committee on Interstate and Fore in Commerce, 
United States Senate, Washinaton. D. 
GENTLEMEN: Referring to bill S. 602 which I understand come ip for a hear- 
g before your committee on March 23, 1954, I wis! o go on record in favor 
ol passage 
I am presently employed as a cargo surveyor for the National Cargo Bureau, 
I and have beer nee its inception on November 19, 1952 Prior to that time 
I was emploved as a cargo surveyor for the Board of Marine Underwriters of 
San Francisco. Inc., from Mav 1946 until the National Cargo Bureau succeeded 
the Board of Marine Underwriters in the handling of cargo loading and discharg 
operations 
\ } nary intere isa rveyor the safe and proper owage of cargoa ird 
\ as dictated by Government regulation tandard pra e, or accepted 
Cc to 
Ha g sailed’in a license capacity since 1934, and as a master of ea ing 
vessels from 1941 to 1946, I am well aware that the ife and proper stowage of 
i or is essential for the safety of the vessel 
icht state that ha 4 master’s license is e of the mandatory qualifica 
tions for emplovment as a cargo surveyor for the National Cargo Bureau 
fron per onal experience during my vears at sea, and as a irvevor for 8 years, 


I have had experience with the stowage of all types of cargo including bulk grain 
stowage, the fittings, weight distribution, ete., as presently required by the United 
State Coast Guard regulations 

With respect to the stowage of bulk grain cargoes, I believe that a national 
organization with qualified surveyors should be used to see that rules and regula- 


tions of the United States Coast Guard are strictly complied with 
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W. G. McCa.tuum. 
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O ( S VEYO 
S | V/ 19 ) 
Re S. 602 (Gra Car Act } my tan hear iQ ~ . March 
2 L954 
( [ S »MMI1 ON Watt CT RANSPORTAT 
( I { nd Foreig (or 
l S N Washinate 1) ¢ 
( MI : 7 e TE led in Seattle for 43 Ave s ed of 
por l 1 ( r since Y56 Dur t ? ) ed 
val rade routes and supervised load of variou mmo¢ a dec 
ot . 
l} ley ned hoy ¢ 1 i! Vor ~ f NX 
( sLITe | } r N r 19 1952 . 
June 1951 to November 1952, I was employed | Boend of Basin 
l I rs of Sa Ir o, | il iT ed for | d Sta 
pa \s Pr r to be ] 1 rve rg i Dol uy I { the 
\ 1 Steamship ¢ for 6 years Du ir pol apts the A ‘ 
otea hip ¢ ha ed numerous gram \ ls load | Puget Sound and 
( » River area vhich I had personal ing the loa 
\ \ r for National ( ro Bureau | ( ied i ilk I 
VE a rads th the U1 1 Stat ( Cjuard regulate f the 
loa of } ora urgoes on internati vages 
hy exper ( believe that for the i of sa 1 ps and 
unio! ru ld | un a t ¢ I pl I lef 1 } 
ru Lo! 1c! ot t c Cargot i ‘ 
I i ol IZA | S he ’ ' . 
t! | ner ce trl 
Y ily 
] ir ) S 
ee 
NATIONAL Carco | [Ne 
OFFI oO! HE SURVEYOI 
Los Angeles[Long Beach, March 18, 1 
Sul Senate bill 602 
The CHAIRMAN, 
S ” tee on Water Transportation, 
Co? ttee on Interstate and Foreiqn Comme 
l ted State Senate, Wash ngton 25, D. ¢ 
DEAR SIR: In reference to the forthcoming hearir by your committee on 
Mar 23, 1954, re rdin ptioned bill, I beg to advise vou as follows 
I wish to extend \ t and support to Senate bill 602 in the 
sincere elief that enactment of this .e¢ ition will greatly advance the iuse of 
Si { i 
riter is a native son of the State of California and graduated fr hool 
In Ss a Barbara, Calif since leavi hool 20 vears ago. I have e¢ 1 \ \ 
engaged in the shipp industry, which has included ser e fro lil i 
man to the pos ister in all trades and oce iding carriage of | 
cal ( ind fi I ou \ e} In col ctlol vitl I ' opera 
dep of e Matson Navigati Co 
s Ja irv 1953, | have been serving as re ‘ ry or of tl National 
Car » | rea [1 Im sou ern Catitfor i A str \ 
é I I lren pro ptea e to seek 1 pres Der nh wa i read atter a 
thorou errogati and indoctrination o1 I rye ol ulety at 1 and 
application of the nited States Coast Guard da rous-cargo rule und regula 
Lu 
It i my firm cor viction, base 1 on years of pe rsonal ol rvatior that senat 
bill 602 has been most needed for years past, not only to increa safet a 
but to create uniformity with resultant reduction of co to the lustry and 
po Sil loss of Ve 
In token with the above facts, the undersigned cannot ibseribe ft the idea of 


t i ependent surveyor being actually i leper ( 
their thoughts while they are dependent (for fees, ete.) on only one of the mar 
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wate orne commerce The presence of 
| Ine fortified with uniform recom- 
{ Sta Cr t Guard eerous cargo 
( } e violation of best seamanlike 
‘ f e Unite States Co Guard, 
il ot ( the sal at Sea 
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ict f ipport of Senate 
Cuyal C. Rasmt nN, Survey 
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rt of above Senate 
( ( the United 
1 like ati reasons for the ri 
ol assinecation 
I s ed is rn our American 
Re I 
rt ( mar i disasters ive been caused 
Loe 4 Du 
opera department of the steamship 
’ capac f eaman tl 
er i 1 | a voriawiat¢ i 1 domestic 
ved as a vevor for the National Cargo Bureau, 
that employment since January 1953. 


i Cargo Bureau, Ine., resulted from an applica- 
with the San Francisco Board of Marine Under 
own home in Seattle and have been a legal 

r4 rs, having previously resided in Olympia, 
to the National Cargo Bureau or at some future 
a lit 1 ship’s officer, I believe that passage of 
ment, will provide better protection to our ships 


WIL! J. Brapy. 


IAM 


wing is adjourned at this time. 


the hearing was adjourned. 


' 








ADDENDA 





The following material was submitted for the record subsequent 
to the close of the hearing 
(The annual report of National Cargo Bureau, Inc. is as follows:) 


NATIONAL CARGO BuREAU. ING., 
New York, N. ) Varch 31, 1954. 


Senator FREDERICK G. PAYNE, 
Subcommittee on Water Transportat on, 
(‘ommilttee on Inte restate and Fo re1gn 


United States Senate. Washinaton. D. ( 


Commerce, 


DEAR SENATOR PAYNE: At the conclusion of the hearings of vour subeommittee 
on 8. 602 on March 24, vou invited National Cargo Bureau to submit its last 
annual report and certain other data In this connection, there is forwarded 
herewith ten (10) copies of the following material. 

Certificate of incorporation 


Bylaws 

Directory of offices, directors, committees, and members 

Directory of officers and survevors 

Last annual reports of president and chairmen of executive, finance, and 

operating committees 

Balance sheet as of December 31, 1953 

Statement of income and expenses for year ended December 31, 1953 

National Cargo Bureau was formed as a voluntary move by shipping and 
marine insurance interests at the invitation of the Coast Guard Because of the 
specifications by the Coast Guard that the organization should be not on 


nly non- 


profit but also nationwide in scope and have Government represented on its 
board of directors, it was essential that the existing inspection services of marine 
underwriters be adapted to a new organization—National Cargo Bureau, Ine 

In order to initiate its operations, and having no capital of its own, National 


Cargo Bureau had to borrow money The Board of Underwriters of New York 
agreed to loan up to $60,000 to meet working-capital requirements ($38,500 has 
been borrowed under this loan The board also accepted a note from NCB in 


the amount of $12,197 for the transfer of automobiles, furniture, and equipment. 
Shipping associations and companies underwrote org 





anizational expenses during 
1952, in the amount of $17,000 \ll of these loans are repayable within the first 
5 years of operation. A scale of fees was established to enable accumulation of 
funds to meet the payments \ payment of $20,000 was made in 1953 

Another factor to be considered in analyzing the finances of NCB is that the 
directors of NCB have been anxious to make major adjustments in surveyors’ 





salaries, commensurate with their responsibilities and experience After awaiting 
results of a year’s experience, the first step in these adjustments was effected at 
the end of 1953 at which time the directors agreed to salary adjustments that are 
expected to cost about an additional $14,000 in 1954 

None of the officers or directors receive compensation from National Cargo 





Bure au The execu ve vice president and secretary are emplovees ot the Boar 
of Underwriters of New Yor Individual marine underwriters and ship operators 


voluntarily serve to direct the affairs of the burea 
1 7 


Che item of ‘‘fiseal agent’s fee in the statement of i come 


and pe es repre 
sents the exact cost of services of the Board of Underwriter f N ew York who 
agreed to provide a continuing directi of certain mana ent affairs of NCB 
durin he vet of transitic from a aril inderwritet vu of spection 
to the new NCB Office spa 1 New Yor as a ( ecretarial 
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Subcommittee on Water Transportatior 
United States Senate Comn eon Inte ate and Foreign Commerce, 
Wasi naqton, D. ¢ 
I ( Pert & Associates rvevors of the Pacific hwest protes mphati- 
ca wall passage of ar | lation that wo e independent sur- 
ve of surv I vessels prior . d or afte r without the sanc- 
tion of | ed States Coast Guard or nil ernmental agenci We ave 
e¢ I busine 24 vear Rec created Nati il Cargo Bureau 
survevor upproved vessels for sea ive ud re rned and it was 
| 1 1d vile I nsea rt 101 Further, National Cargo 
Bureau has approved Ve els’ linit To! rrain that U1 ed States Coast Guard 
would not approve for the undersigned No chang n lining were made (Juite 
ipparel | ed Stat (Coast Guard po i 1 ge Na mal Cargo 
Bure 1 Ta than be. npartial Na al Ua oO urea surveyo ive 
issued certificate cover ve ls and at a later d id rep ited and can- 
celed cel hicat MI ch to be 1id on t t ( sorry thine so ort of notii- 
cation f earing N ul Cargo Bur wit! a ta e ol he United 
States Coast Guard sol und f rveving bus other than for dan- 
( irgo away fro} lepende irveyo 
L.. C. PERRY 
s EANDRO, 1 V j 
( TR SURCOMM I mW Bm tT NSPO PLO 
( / te iF ( 
( ed Sta Ser i } rte dD. ¢ 
I ‘ est t} ! uf it sea bill S. 602, coy 
‘I ( be passed t it ¢ 1 ( \I eX] i i erchant ine ¢ 
i i 1 1 i Ar ( CAI 1 r ft ited 1 1 of hh § 
ww enforced vere ha N Car B i | 
Capt. H. R. Woop 
~ IR ( ( I Vi 19 
lo THE ComMM INTERSTA1 » Fore CoMMER‘* 
S¢ N ) Vale ] lio 
S ( B ng, V } 7] dD. ¢ 
Spot awn for ‘ er men ¢ i 1] vel e ad Se will be 
pplied on requ I bespeak your ! onsideration of the appeal of Pacific 
Coast Conference of Marine Survey for « ul treatme under bill 5. 602 
wh eduled for hearing tomorrow We who intimately are concerned ith 
problems arising out of ve | load f¢ strongly that established competent 
marine surveyors should not be discriminated against versus National Cargo 
Bureau, Inc. These independent irveyors have served shipping industry 
efficiently for many vears and we lv advocate they be permitted continue 





as established private enterprise is of parity with National Cargo Bureau, 


A. E. BACKMAN. 


Aprit 1, 1954. 


Rear Adm. Hatertr C. SHepHearp, United States Coast Guar 
C)} f Office of Merchant Mt ne sS 


DeraAR ADMIRAL SHEPHEARD: At the request of variou urties interested in 
penate } l] 02 ] } i decided to eep tT record throu l \ ril 9 1954, 
An dd tio l me ora la or statement whic ure oO I on or before 
that date will be made a part of the record 

If vou care to comment on the following possible substitute for section 4 of 
S. 602, it might prove helpful to the ubcommiittec¢ 
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the establishment, administration, and enforcement of the rules and regula- 





tions hereunder, the Secretary of the Treasurv may avail himself of the advice, 
services, and facilities of any organizations or persons whose services he may deem 
helpful, or h the co of the head thereof, of any executive department, 





pendent establishment. or other agenev of the Government. To the extent 











in { . 
th l made in any regulation of the Secretary of the Treasury for 
inspection of the loading, stowage, or securing of grain or any other cargo or the 
issuance of any certificate in connection therewith by any private organization or 
person, the Secretary of the Treasury shall give due consideration to all organiza- 
tio! ul ersons qualihes 1 willing to perform such work.” 

I am sending copies of this letter—which will be made a part of the record—to 
all r ed irtl 

Se namesl 
FREDERICK G. PAYNE, 
l’nited States Senator, Senate Subcommittee on Water Transportation. 


Unirep States Coast GuaARp, 
Washington 5. D ics April 6, 1954. 
Re Senate Subcommittee on Water Transportation, hearing on 8. 602 
Ho1 FREDERICK G. PAYNE, 
C'ommiattee on Interstate and Fore yn Commerce, 
United States Senate, Washington 25, D. ( 

My Dear SENATOR Payne: Receipt is acknowledged of your letter of April 1, 

1954, advising that the record on Senate bill 602 will be held open until April 9, 
1954, and that any additional memoranda or statements which the Coast Guard 
cares to submit on or before that date will be made a part of the record. 
Thank you for this opportunity A further statement clarifying the Coast 
Guard’s position and commenting on the points made by vthe Pacific Coast Con- 
ference of Marine Survevors at the hearings before your subcommittee is enclosed. 
It is sincerely hoped that this statement will be of assistance in resolving the 
problem 

The possible substitute for section 4 of S. 602, as set forth in your letter, has 
been carefully considered It would remove the limitation presently in section 4 
with respect to nonprofit organizations as assisting agencies, and open the field 
to any organizations or individuals who are qualified and willing to perform such 
work on a competitive basis 

As testified to before your subcommittee and reiterated in the accompanying 
statement, the Coast Guard is opposed to the principle of delegating functions 
directed to the safety of life and property at sea to private organizations and 
individuals, to be performed on a competitive basis for profit. No precedent 
for such a principle is known. It is believed particularly objectionable when it 
is considered that the Coast Guard is obligated to guarantee the completeness 
and efficiency of the surveys represented by the certificates of compliance. 

It is the view of the Coast Guard that a nonprofit organization, such as the 
National Cargo Bureau, Ine., as the ageney to perform these functions is the 
only answer to the problem, short of the Coast Guard doing the work itself. 
That organization is directed by the interests of underwriters, operators and 
Government, and is nationally capable and suited to establish uniformity with 


+} 
t 


e degree of efficiency that has attended the performance over the years by the 
American Bureau of Shipping—a similar organization of international recognition— 
in an allied field of assistance to the Coast Guard 
Sincerely, 
H. C. SHEPHEARD, 
Rea {dmiral, United States Coast Guard, Chief, Office of Merchant 
Va e Safety 


SUPPLEMENTARY Coast GUARD STATEMENT TO SENATE INTERSTATE AND FOREIGN 
COMMERCE SUBCOMMITTEE ON 3S. 602 

This Coast Guard statement will be devoted principally to statements made 

before the subcommittee by the secretary and counsel of the Pacific Coast Con- 

fer¢ of Marine Surveyors on March 23-24, 1954 Several points discussed by 


ed by the Coast Guard in its reply 
to the prepared protest of the acific Coast Marine Survevors and, in the interest 
of brevity, these points will not be touched on or will be discussed very briefly. 
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Insofar as the proposed bill is concerned, the marine surveyors object only to 
section 4 which provides that in establishing, administering, and enforcing rules, 
the Secretary of the Treasury may avail himself of the advice, services, and 
facilities of any private nonprofit organization, or of any other branch of the 
Government. The specific objection is to the word “nonprofit” which it is alleged 
is discriminatory and potentially detrimental to the interests of the marine sur- 
veyors 

The Coast Guard contends that the word ‘nonprofit’? should be retained in 
section 4 of the proposed bill for two principal reasons. First, it emphasizes a 
principle that a regulatory public service specifically provided for by law should 
not be carried out at a profit to any private agency or individual. Second, it 
establishes a requirement for a particular type of organization to carry out certain 
limited inspection and survey functions for which the Coast Guard has been dele- 
gated responsibility, and the completeness and efficiency of which the Coast Guard 
must guarantee. 

The Pacific Coast Marine Surveyors have made numerous objections to in- 
clusion of the disputed word in the proposed bill, and have questioned the Coast 
Guard’s motive in including it. The Coast Guard’s reply to the objections and 
allegations which the marine surveyors have presented, follows 


MONOPOLY 


The private surveyors’ contention that the Coast Guard is endeavoring to 
foster and promote the National Cargo Bureau, Inc. (or any other organization 
into monopolistic control of the entire shiploading field is made to create undue 
alarm \s was explained in the Coast Guard’s reply to the private surveyors’ 
prote Which has been transmitted to the committee—the provisions of the 
International Convention for Safety of Life at Sea, 1948, relating to carriage of 
bulk YTalin cargoes include Inspections and surveys to insure that the law and 








regulations are wholly complied with, and also include guaranties by appropriate 
governments as to the completeness and efficiency of thes« Inspections al d surveys. 
In citing the type of private organization to which these inspections and surveys 
nay be entrusted, the Coast Guard specific r good and substantial reasons that 
such organization must be of a nonprofit nature and, inferentially, capable and 
experienced in the field of shiploading 

The above in spection requirem 






ts as established by law apply only to grain 
and similar bulk cargoes which possess an inherent hazard to the stability of 
vessels and, to a lesser degree, certain commodities designated as ‘‘dangerous 





goods’’ by the convention The Coast (C,uard’s coneern for proper har dling of 
the above cargoes stems from three basic considerations First, they are especi- 
ally dangerous cargoes and constitute an abnormal hazard to safetv of vessels 
at sea. Second, specific provisions of law have been established pertaining to 


stowage of these cargoes. Third, the Coast Guard has been delegated respon- 
sibility to see to it that the provisions of law with respect to these cargoes and with 
respect to general requirements relating to safety at sea are fulfilled 

The Coast Guard’s official interest with regard to cargoes on board st ip is 
restricted to cargoes to which all of the above considerations apply and such 
cargoes do comprise a relatively small part of the overall shiploading picture. 
The Coast Guard is aware that in removing such cargoes from the field of activi- 
ties of the private surveyors it is reducing their business in some degree The 
Coast Guard likewise believes that this reduction is minor and does not threaten the 
livelihood of the private marine surveyors or the security of their families any 
more than it does the marine surveyors and their families elsewhere, which is nil 
in considering the broad field of activity in which the private surveyor is engaged 
to the exclusion of National Cargo Bureau surveyors \s to the possibility that 
some ship operators may use NCB for other than grain cargo inspections, the 
Coast Guard believes that this is entirely a matter of the business relationship 
between the private surveyor and his client and should not be influenced one way 
or the other by legislation. The Coast Guard has no desire to be other than com- 
pletely impartial with respect to inspection or survey of any cargoes other than 
those for which it bears responsibility, and has no authority to be other than 
completely impartial. Accordingly, any allegation that the Coast Guard is en- 
deavoring to foster any organization to the point where it will monopolize the 
shiploading field has no foundation in fact whatever. However, if this is monopoly 
then there are innumerable examples of the Government creating monopolies in 
the public interest beginning, say, with the coining of money Likewise safety 
of life should take a rather high priority in the governmental monopolistic field. 
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hat the Coast Guard has evinced favoritism 





acceptable 








by permitting that organization to relax 
ine surveyors were required to enforce, it 
have distorted a situation for which the 
1 responsibility What actually occurred 
est coast district required compliance with 


the loadline regulations which specifies that 
freeboard decks shall be provided with 
tening arrangements. The interpretation 
h hatehes should be secured 
required that feeder boxes be installed in 
k gra Installation of such a device, 
ches in w h the ire installed Under the 
listriect it was not permissible to load bulk 
ird deck on shelter deck type vessels 
required to be secured The grain cargo 
i Loe robiem 1) permitting the use of 
{ fitti ete., cannot be fulfilled 
re the above cor lerations applied The 
leck vessel, was unable to comply with 
( 1 1 ut ( ind f irine survevor 
ropost Ll equly ent to the feeder box, 
with gy 
mply with the requirements in a limited 
rain cargo in her lower deck spaces Here 
roposed by the marine surveyor and her 
bulk grain sinee no feeder box could be 
Captain Wetmore has pointed out that 
h of the above occasions and were unable 


contact with the National Cargo Bureau, 
acknowledges that their representatives on 


ell versed 1n grain Cargo stowage as are 
rs serving an organization that maintains 


this field This has already been inferred 
d that for the Coast Guard to perform this 
nt of a new and specialized unit to handle 
It is one of the reasons it wishes to entrust 
a reliable group as the National Cargo 















upervised grain cargo loading on three 
coast district d ng the time the above- 
anization, largely because of its qualifica- 


tensive background of experience, was able 








r feeder boxes which would permit hatches 

n place This alternate was accepted by 
ancisco and by use of these alternates the 
‘argoes. In view of this, it would appear 


ve received very useful advice from the 


had so de This is what was suggested 





a free ige of viewpoint among pro- 
ive the National Cargo Bureau, 
with 1 the Coast Guard, but with 


be noted that National Cargo Bureau has 
ast ship operators, including some who do 


1 after a study by Coast Guard technical 
rs, it was determined that there was no 
ich had been established by 
on December 1, 1953, Coast Guard head- 
ers to permit grain vessels to install feeders 
a, as had been accepted uniform practice 
the loadline regulations At the time of 

in February 1954, and on the occasion 
tmore, the vessel was loaded in accordance 
regulations and under precisely the same 


1e¢ hatches wl 








i 
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conditions as would have applied had Captain Wetmore been supervising her 
loading 

he principal points that the Coast Guard desires to bring out by the above 
recital is that no special privileges were extended to bany individual or agency 
by the Coast Guard, and that safety requirements were not relaxed in any case, 
An additional point is that the National Cargo Bureau, Inc., by 


‘ason of excellent 
ite whereas 








organization and ¢ xperience, was able to develop a satisfactory 
the marine surveyors were unable to do so 

In inferring that the Kenkoku Maru, after loading under the supervision of the 
National Cargo Bureau, Inc., was unseaworthy and not in compliance with the 
loadline regulations, Captain Wetmore is guilty of a uct. 











gross misstatement of fs 





tches referred to must be secured and 
battened dow Captain Wetmore implies that the Aenkoku Maru could not 


withstand collision because it sailed in violation to the loadline regulations 
It may be pointed out that loadline requirements relating to closure 


There is no requirement that the deck ha 





( hatches 
are intended to provide for an adequate standard of freeboard, watertight integrity 











and strength from the standpoint of hazards of weather Chey are not intended 
to provide protection from the results of collision, explosion, grounding, or other 
Ca i 

Chis interpretation of the applicable requirements has been discussed with other 
OuntrL siznator to the International Load Line Co ention and the Inter- 
nat yal Cor ention tor Safety of | ife at sea L948 I lar § the Coast (juard 
has been able to determine the other signatory count s interpret the require- 
mnie the sa ( This inte pretation has also bet followed by Coast 
G official | other than the west coast district in which the 
q hn arose, al practice is common to all districts 

NONPROFIT PRECEDENT 

Zr Coast Guard disagrees with contention that the 
statutes cited by the Coast Guard as ] a particular agency 
w , if he Convention do not 
in f t ode, section 170 (7) (a) 
enume » pe lant and concludes 
bv a is te ements are complied 
wit! ice of the services of the 
Burea of ch other organizations 
wl ‘ Ipf ned helpful” relates to 
all the is not limited to regulation making and it does 
include inspections Inspection is not enforcement; it is administrative action 
to detern lr vhether enforcement action 1s necessar\ | ifor ‘ement follows 
inspection and includes such matters as detention of a vessel, assessment of 
penailties arrests prosecution, ete None of these actions are taken by the 
National Cargo Bureau, Inc., nor is it intended that it do so, notwithstanding the 
uses of the word “‘enforcement’’ in section 4, whit word could well have been 


omitted from the section. 














The provislor of the Merchant Marine Ac of 1920 w ch recognizes the 
American Bureau of Shipping as a classification society is likewise a valid prec- 
ede! No mention is made of the functions of the American Bureau of Shipping 
under the loadline convention or the loadline acts, but functions required by the 
convention and these acts have been pe rformed for a number of vet by the 
American Bureau of Shipping. These principles are not dissimilar hose 
involved in recognition of the National Cargo Bureau, Ine. In the e of 
such an organization as the American Bureau of Shippit heir funetions would 
in the same manner be in the field of what the west coast 1 ors term “private 
enterprise,” if not administered completely by the Govert nt Under these 

line enforcement was | inaus ed as 

could advance the yme argument in) it 

the Nat | Cargo Bureau, I ppear 

1 of Shipping repr 4 ent 

aval ar et rime I hip lders 

ship repairers, shipowner inderwriters, ¢ ne unuf ret vould 
not rec its present rec tion 

| 1 t au ' ent! I loa yn f to 
al \ ( r thar e Coa Guard d O pr ( r rs 
appear to ha overlooke L provision o Inter i yn for Safety 
of | it sea 1948S, upo which the rain carr requireme S ar Da | 
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Regulation 6 of the convention does establish the requisite authority but only 
msotar a ‘ s bound on international vovages are concerned The Coast 
Guard is well aware that this authorization does not extend to vessels engaged in 
other than international vovages Che Coast Guard is likewise aware that there 


exists no authority in the convention under which it may require foreign vessels 
in United States ports to comply with the bulk grain cargo regulations or pro- 
vision of the convention itself which applv to such cargoes. 


he ause of the importance of the inter ationally accepted safetv principles of 





the ternat al nventio und | iuse of the especially critical aspects of 
proper stowave of bulk grain and similar cargoes, the Coast Guard has used its 
best effort t luce complianee with the convention requirements relating to 
hece carocn Suc results as the Coast Guard has been able to obtain in the 
Cast of for ale oading l nite i States ports have largely been produced 
} Ora a he effeet. ¢ he whol has been food, since the majority of 
operators have demonstrated a willingness to observe all reasonable precautions 
ons fi; f their vessels On numerous occasions these operators or their agents 
ive requested the Coast CGauard to provide advisory services in connection with 
of grain cargoes, and such services have always been gladly provided. In 

ever, has the Coast Guard detained or prevented any vessel from 

ii] ecause of failure of the vessel to comply with the bulk grain cargo regu- 
hs va heer . Or if uses Where Coast Guard efforts have been 

fT Phe ‘ ecent of ese occurred about a month ago in a gulf port 

> ve of for registr The National Cargo Bureau, 

| p's a t to ect the loading of bulk grain on this 

and t ea rtificate ) pie 1 tf loading As a result of a 


ned 
» in 

i nd rv the le rgo til extensive ull repairs had 
er lertake | ‘ a leplorable « lition but the National 


Careo Bure | rve rt 1 oO! ould | engage 1n surveys 








a I i function 1s co lered bevond 
( Bure | a { Rela ly minor repairs 
1 t e \ wed in an acceptable condition for 
f or yand both the Coast ¢ rd and the vessel’s operators were 
| te of obj b ( r or and the Coast Guard this 
) ied f id a ful argo ol K grain and departed from port The 
I 1 Na Car Bureau ! certificate Was if course, not issued. 
I ( (;uard Was ible to d ( ell pit of the fact that accepted 
i I ‘ ; ere Oo flagra \ olated that e vessel Was in a@ very 
ond \s a result of this ease, incidentally, the National 
( reau, Ine s ts a unt wit he operators of this vessel 
\ mew hat mular situatio rred in Baltimore, Md., early in 1952 In 
\ a foreign vessel loaded a large cargo of wheat and, in order to avoid 
e of her loadline (for which the Coast Guard would have been able to 
ta sppropriate action), the vess ok on board an inadequate amount of fuel 
and practically no ballast whatever Stabilitv of the vessel was seriously 
I 1 and the vessel proceeded 1 ea despite Coast Guard efforts to persuade 
t perators that the vessel was in an unseaworthy condition During the course 
of I vage this ssel ¢ intered as storm off the South Carolina coast 
ana 4 I V stability a nprop ild not maneuver to a safer 
| la r apsiz r bi ip Chis vessel eventually went 
agi 1 1 broke in half \ssistar f Coast Guard rescue facilities was 
I red a Ive re 
I ove cases have be ed to point out that the Coast Guard has been 
awal f unsafe conditions on board foreign ships in United States ports which 
have 1 lted from improper loading of grain cargoes \s indicated, the Coast 
Guard has endeavored in these cases to improve safety conditions but has been 
able to a mplish any material results when the vessels’ operators have not 
bye operatir The Coast Guard will, of course, continue in its efforts to 
safet mditions in these ases but cannot exert more than moral 
pl nt time as more effective means are provided 


MONOPOLY OF RESPONSIBILITY 


The crux of this entire matter lies in the one consideration of responsibility. 
surveyor has pointed out that the National Cargo Bureau, Inc., 
isclaims any responsibility for perform- 





ntract nait } } 
) a U1 
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ne mav be carried ou this identical col ti 
also obtains if the functions are pe rformed bv the private irveyors Additionally 
| here is no known provision of law whereby 











mast (auard views resp t W 
sufhicie ( ern t ul le ut if be stringent 
and care miteda 

LICENSI 

1 ‘ 

In prov t 1 e survevor e lit 1 ( ( urd and per 
mitte for irvo rve { dey i li nses, tl 
I y \ ! i I { i ) vl n nd 
Vir 1 ( mm 1 IY ( 

First. issua of se d it pe estal ( ontrol over 
tt ( ( t 1 \ al ( oa ( 1 ) npletenes 
a 

Q, | ( ’ G l 

( i ( ffect 

( \ H ( ( f to 

( ' } ) ( t of 
fee « rtoapr ate vi I Nationa i Lg ; Were thi 
situ obt ) Crovernn hould her | activity with 
it ) rso l who ( I ) ! e applicable 
pro Saf it Sea Co ( ! ent (Coast 





col et ( effect s of it ( 1O 

I I | 1O ( 1 unnecessal to iInau 4 n of licensin 
to satisfv t emal f so few who are affected 1 ited extent Che 
eX tive ident of the National Cargo Bur | ited the testimony 
that tl workload outlook in cargo loadin yn tl { mast as a result of S. 602 
co probab ( ! ell il l evor ) t Coast Guard to 
lic Ut mareas I ! 0 ) : Su reco fron Ww ld riously 
jeopal the livelhoo ol some ss irve ) VhnO ) resent the National 


Cargo Bureau, Inc., throughout the country, and might preclude the Coast Guard 











fror tranteeing ne Oo | tel 4 ( ( I i I ( on 

Fourth, it is highlv probable tha { i Grual vo be placed an unten- 
able positi if a progratr f licensit er augurated for the purpose proposed 
It appears quite evident that anv refusa to license becau of lack of qualifica 
tio of the applicant or as Dp ion or revoeca n of a license that might be 
issued would meet with the same charges that have alreadv been made to the 
effect that the Coast Guard is high-handed and allegedly is creating a monopols 

rift t places the Coast Guard in tl position ¢ ithorizing a group of 
private viduals to earrv ou rulatorv sel 3 ecifieally required by law, 
an to ¢ rv out these services on a competitive Dasis for purposes of profit 


Th Coast Guard cannot believe that consideratic of competition and profit 
} 





ure the publie interest w re imple ntation of the WwW Is concernet 

I / if e above it shoud be f rl} yb l hat t ( Os (,uard’s objection 
to proposed principle of licensir ul thereafter iaranteeing is not due 
to 1 bother’ which licensing would involve he Coast Guard’s concern, as 
already expre | th the inter of safe ‘ and wi ts responsibility 
for iarant ng the earrvine out o ‘rtain f tion vhich are required by law 
for the purpose of improving safety at sea I Coast Guard holes that licensing 
of 1 vat mar rvevol « ot the ¢ i ver t ‘ ro m of se ctin 
a private agencv for purpose of car nsp¢ und surveys which 
are required by the Ir itional C¢ 

INDEPEND CE « PRIVA MARI oO 

| O of marine vo ( ( ndependent 
ureau. | irvevors i t to fe | itio ( o Bureau, Ine., 
was originally conceived with the ba mcept tha I riters, operators and 
Government should be represented in its direction his triple representation 


was envisioned for the one purpose of establishing a ontrol which would repre- 
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sent all ter s rather thar ist on By this means the Coast Guard hoped to 
attain a tuation where agreement of al nterests would contribute to a mutual 
esire for ade { fet ( ires and thereby reduce the necessity for con- 
tinued Coast Guard intervention in verifving that the necessary safety measures 
were actu being taker The Coast Guard remains convinced that onlv in an 
organizat ner fi interest ul repre tea cal there develop an effective 
tem ol ( and Dalat : vill insure the maximum in safety conscious- 
nes to t l n of ec eratiol i privat penent When this organiza- 
oO! ( 4 nonprof { vl cannot be utilized for the purpose of 
nrichil al perso! r group, it orgal tion can be considered to perform a 
pul I t ame e as does tl American Bureau of Shipping. As 
has bes ‘ ed out, Ce r tself has re nize he latter organization as a 
private ager ( rvé ene! fare in the field of safety at sea but also 
qualified that 1 ( I pr tha ( ‘ onl so long as the 
America | S t es to be 1 an organization 
which has no capital stock and pavs no dividends: Provided iat the Commandant 
of the Coast ‘ 1 and e Chairman of t Com! ach appoint one 
repre t ! t Go ent uy ‘utive committee 
of tl Amer ! sureau ; ul the Bui agree that these 
representa all | ’ I ‘ ( ich committee.”’ 
-ROPOSAL O PACIFIC COAST RVEYO! ro EX¢ UDE NATIONAL CARGO BUREAU, INC, 
The private surveyor contend that, should Ccngress entrust any specific 
Agen \ suthor ry out pections 1d sur s of | grain cargo 
loading, Congr should also ex de that agenc from operating in parallel 
fields of private enterpri into which its competitive advantages might like- 
wise extend If carried out, tl would completely defeat the Coast Guard’s 
purpose in inserting section 4 in the proposed bill 
Section 4 was inserted in the bill for the principal reasons of, (a) avoiding 
the necessity for expanding the Coast Guard’s organization to provide the re- 
quired services and thereby of increasing the cost of governmental operation, 
and (b) ent ng conduct of the required inspections and surveys to an organiza- 


ion which could be relied on to conduct the inspections and surveys in such 
manner that the Coast Guard could thereafter guarantee their completeness and 








efficiency It is elementary that the agency to which these functions are en- 
trusted must be of considerable size if it is to be capable of providing the neces- 
sary services in our numerous and widespread seaports. It is also elementary 
that such an agency must be thoroughly capable and experienced in its field. 

Che shiploading ir 1 surveys with which the proposed legislation 
3s concerned are a ( ‘t of the shiploadit gy picture, No organization 
mula exist | rtue ies within such a restricted field. It follows 

it if ti proposed were actually established by Congress there 
would be no organiz the work, Under these conditions the Coast 

(;uard would have no choice other than to ecarrv out these functions itself. The 
private surveyors cannot have been oblivious to this consideration when they con- 
ceived their proposal and the Coast Guard is compelled to question the sin- 
‘erity with which the proposal was submitted. One effect of this proposal, if 
approved, ould be to nullifv a provision of law contained in U.S. C 16, section 
170, under authority of which the National Cargo Bureau, Inc., is recognized. 
Another effect would be that the slipowner bv law would be required to utilize 


the National Cargo Bureau, Inc., or staff of Coast Guard to perform grain load- 


ings and be compelled to utilize the private surveyor for cargoes other than 


grain to the exclusion of National Cargo Bureau, Ine. surveyors. Again the 
National Cargo Bureau surveyor would be restrained from refusing to supervise a 





e a certificate to a ship he considered unseaworthy although 
the grain cargo regulations. (Example cited of foreign ship 


mentioned previously in this brief 


grain loading an 





is 
in compliance with 
For reasons cited at some length in the foregoing the Coast Guard is firmly 


opposed to the principle of licensing private surveyors to carry out functions for 


which the Coast Guard must bear ultimate responsibility. The Coast Guard 
likewise opposes the private surveyors’ proposal that any agency entrusted with 


such functions be excluded from operating in parallel competitive fields. The 


Coast Guard strongly holds that section 4 of the proposed bill establishes a 
necessary qualification as to type of private organization to which it may entrust 
a limited number of its functions and yet retain responsibility for complete and 
efficient performance of those functions. 


wr 
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During the public hearing held by the’ committee, Senator Payne requested 
that the Coast Guard’s Chief Counsel submit his legal views on the question of 
amending section 4 of the proposed bill to accord with provisions of R. S. 4472, 
as amended (46 U. S. C. 170 (7) (a These legal views are appended to this 
statement It will be noted that the Chief Counsel sees no legal objection to such 
an amendment The practical effect of this amendment, however, is aimed to 
extend the scope of agencies to which the Coast Guard’s functions may be en- 
trusted to include competitive profitmaking organizations. The Coast Guard, 
for reasons already cited, and as a matter of policy, considers that this amen “ment 
is not in the best interest of enforcement of the safetv-at-sea laws Accordingly, 
this or any similar amendment will not be viewed by the Coast Guard as a mandate 
compelling the Coast Guard to entrust any of its functions to any individual or 
organization other than those which fulfill its essential and specified requirements 

Since the proposed bill was first submitted to Congress the Coast Guard has 
been subjected to a great deal of criticism by the private marine surveyors. This 
criticism has consisted largely of impugning the Coast Guard’s motive in strin- 
gently limiting delegation of a minor, though highly specialized, inspection function 
for which it bears responsibility—in fact it has a ‘“‘monopoly”’ of responsibility. 
The Coast Guard does not intend to engage in a battle of criticism or invective 
with the private surveyors since nothing constructive can be gained thereby and 
since Government agencies have historically been subjected to abuse whenever 
their activities, however necessary and well meant, even though in the Nation’s 
interest, have been considered detrimental to the private interests of individuals 
or groups 

The Coast Guard considers the proposed bill, as submitted, is a good bill, and 
that it should be passed by Congress without amendment in the interests of greater 
safety ai x and efficiency of Government administration. 


APPENDIX I 
STATEMENT OF CHIEF CoUNSEL, UNITED States Coast Guarp 


Senator Payne requested that the views of the Chief Counsel, United States 
Coast Guard, be obtained for the record on the question whether the language 
contained in Revised Statutes 4472, as amended (46 U. 8. C. 170 (7) (a)), reading 
as follows: 

“The Commandant of the Coast Guard may utilize the service of [the Bureau 
of Safe Transportation of Explosives and Other Dangerous Articles, and of] 
such other organizations whose services he may deem to be helpful’. 
would be adequate as a substantial substitute for a part of section 4 of 8. 602. 
In other words, if section 4 were changed to read: 

“Tn the establishment, administration, and enforcement of the rules and 
regulations hereunder, the Secretary of the Treasury may avail himself of the 
advice, services, and facilities of any organizations whose services he may deem 
to be helpful, or with the consent of the head thereof, of any executive department, 
independent establishment, or other agenev of the Government.”’ 
would such change be legally sufficient from the administrative viewpoint? 

Chere is no doubt that the phrase ‘“‘such other organizations whose services 
he may deem to be helpful’? would afford a broader base than the words ‘‘any 


IY 
] 


private nonprofit organization The substitute would permit utilization of the 
ervices of profit as well as nonprofit organizations. It is believed, however, that 
the term ‘organizations’? would not include individuals 

There would appear to be no legal objection to such a change in section 4. 


The language would not be mandatory, and a discretion would be vested in the 
Secretary whether to utilize the services of either profit or nonprofit organizations, 
or both categories. 

K. S. Harrison, Chief Counsel. 


Aprit 12, 1954. 
Hon. Freperick G. PAYNE, 
Senate Subcommittee on Water Transportation, 
Senate Interstate and Foreiqn Commerce Committee, 
Washington, x G, 

DraAR SENATOR: I am pleased to have this opportunity to comment upon 8. 602 
which is now under consideration by your subcommittee. The legislation is 
desirable in that it promotes safety at sea and makes possible a greater degree of 
conformity with the International Convention for the Safety of Life at Sea of 1948. 











nt hearings on S 602, one 
( " ( of the bill does ra ontroversial questior The effect of this 
sect ! present rded., is 1 , available to the Coast Guard the services 


of a private mprofit organizat to carr t. its responsibilities in the loading 


of gt eSst The Nat al Cargo Bureau, Inc. is the private nonprofit 


' { the Coast Guard has already delegated its responsibilities. 


l 


| url ’ ( ( ! itisfactoryv in the East, but on the 

P : i I lation « ; 
| r uy { ma rit f ( ast Al » Surve ng has been handled 
pl rve I \ho al I for profit To tl extent that their 


N nal Cargo Bureau, they are in competi- 

I i] ‘ fr a2 1 i ( yst Gaurd issued @ new regulation Making 
Na ‘ Cargo Bureau prima facie evidence of 

ra N h provision was made for 

( rs, and t are greatly distressed over 
it that the National Carge 
placed ‘ t only in surveving grain 


f ! gy held since the regulation, ’ 
fir ( 1 isiness exclusivel\ 
N Car B { ! reason t lave one mal rve 
! ( 1 a the whole job If the 
{ ( Guard ( ted into law, it will 
re all the private ! oO! be out of the cargo surveying 
‘ t the iltogether immaterial, 
| ! ul ‘4 ( (guard primary argument in favor 
Car Bure | { private irveyor or inspector 
{ prof 1 I l isiness he could get 
er ¢ nomic pl ire to relax his 
1 a i Pu I ISineé such @& statement 
1 stands for hese 
I r rs ? \ r , and eve now their survey 
i ( C;uaAr } s Cargo Act 
| » tl ternative 1 al f section 4 is rejected, 
t ‘ prot et i ne ( ( take over tn function itseli 
irve rain cargoes Nor 
( Do { of licer DI irvevor em d rabie as pol ted 
( t Guard’s testi I not at a lear Who would be able to 
ialifications for el he best method of handling this problem 
f the draft la ( n 4 whi appears in your letter of 
Ap! l \ ral Shepheard \ ler this t Coast Guard must give ‘‘due 
le to all organizations and _ pet s qualified and willing to perform 
such wor addit to the la ize cl ges, there is good reason to write 
a report wv make clear the desire to keep faith in our system of free 
enter] and opp Government act hich sacrifices private business for a 
Government-sp ored corporatior it should be equally clear that no retaliation 
ygainst the National Car Buree hich offers and performs necessary 
he east and west ist Chere should be no further discrimina- ‘ 


bv the G ernn t il har responsibilitie inder the International 


WiLLiaAM F, KNOWLAND. 


, ( Y i yn, Dy ¢ 
1) Qo nt | I W ( Or rie 41 CODV OT vour 
s } 1 te ? Shephe i reque col ents on 
: ‘ ( ~ (02 
| ec n4s at fart? our letter and fe that if it wa neorpo 
y } sy ite bill 602 i ver ute olve the difficulties 
Fe. +} privat rine rvevors of the west coast who contacted 
1 : wit} e, they merely requested that legislation be so 
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‘ a 1 and « + } 
worded and adopted , the Congress that it would pro\ de them wit equal 
opportunities wit! all competitors | feel hat section t as worded in vour 


letter of April 1 makes this provisi 
With best Wishes, I an 


United State Ne? ( 
\ IATION OF AMERICAN SHIP OWNERS, 
NW hingto D. ( 1) 5 / 
H REDE! G. Paynt 
Sub { HW Tray 
i [ Foreian ¢ Co ff 
1 1 Niat Nenat a hinaton. D. ¢ 
1) : PAYNE: | etter of Ap | Admir S ‘ 
I lL | a sent to é ) quired a Out the \ of 
( on & prop | s te section to S. 602 
( ) t to i { ) der the pplemental 
com! ee b e United States Coast Guard ‘ 
f ute ) fur ed in al to your \Iy 
( i cutive ce pre j ot ( N onal Ca ( | re 
Nat thar rden the record with a separate statement, I will simply sa t 
ou at ic avret vith the recommendations both of the Coast Guard and 
of Myr ‘icDowell and urges that the bill be favorably reported as originally 
eck 
‘ ere 
GEORGE W MorcGan, P 
N IO ( I o But \ i 
\ } \ } | 
— (09 








question is rai 1 that this may seem to be a pe Vy approac! Oo ( atior 
we could not agree with vou mor However, the unsubstantiated wrges were 
made id the pettiness of their character can be realized only if the subcoimmitt 
obtains the real facts 
It isalso suggested that the subcommittee would benefit by having the conference 
supply it with a breakdown of which surveyors (specific individuals, not firm names 
16067—54 9 
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aions have handled bulk grai1 argo-loading surveys and how much each of them 
ith fees charged for same. ‘This information 
ol e, have to be easured against the general falling off of business 


is be our opinion, a lot of camouflaging of the facts in these mat- 
rivate Irvé I At the outset of NCB in 1952, Maersk Line in 


N York o have for a vears known and respected board of underwriters 
] \ tarily lirected a it ve! f their San Francisco and Los 
Angels I ( to NCB i Line, wl already ed San Francisco 


Under I rvi I t San Fra prior to NCB, switched their 

\ ( to NCB. The San Francisco board did not have a cargo 
\ | \ es prior to NC] Waterma American-Hawaiian and 

\ ) d\ ul ave NCB a all volume of business, but probably 


i eal personal a 1a tance and great respect for the personnel 
CRB undled their sine n the New York Board of Underwriters. 
’ c 4 ane reel r nm nts} ted fror favoritism’”’ nor 


the ibe ttee will assemble some of the information 


( RL E. McDoweELtt, 
Executive Vice President. 


P.S | ientallv, regarding the ec pletely reckless a1 d irresponsible remark of 
Capta Wet re on the ibject of membership in NCB being a “unique and 








clever nn ric O i be said that NCB is a poor salesman if the 

allegation is true the chairman of our Pacific coast committee, and also a member 

lirector a vice president and director of operations of a large Pacific coast 

p operator tl is not a client of NCB (including at Atlantic coast ports), 

‘ f : cargoes rhis rect chosen because of his outstanding 
national reputation 


DEAR SENATOR PaAynt Your letter of April 1 to Adm. H. C. Shepheard, 





USCG, invites cor ent on a pe | bstitute for section 4 of S. 602. In 
1 is noted that the amendment is applicable to ‘‘grain or any 
‘ er car hereas S. 602 now applies only to bul grain or milar com- 
to shifting; that the qualification of a mnprofit’’ organization 
is been « nated: and that due ynsideration shall be given ‘‘to all organiza- 
Sine tem *alif qynneee on mie? 
With regard to the broader of the langua of section 4 to include more 
thar | ra Ss. 602 is specifically drawn to supplement other legislation 
U.S. ¢ tle 46, sé 170 it alread rants the statutory authority to a Gov- 
el for purposes of and of enforcing regulations applicable 
to « argoes other than bu ra Hence, it is not necessary to broaden 
{ i i ( t I | ( , 
with the nonprofit aspect of inspection an overwhelming propor- 
f ping industry has agreed with the Coast Guard that inspections 
Government regulations must be accomplished by an 
if parti 1 age r repre ntative The increasing variety and 
irds of cor dd ! ! vatert e co erce, Which affect 
f 1 of personnel, ships, and cargo magnifies the need for sound regulations 
t 1 I ) |} 4 ( l 


Chere ere competition among private surveyors for the hull, cargo, and 


specia Sul VOI! ialiabie oT Lhe Pacific coa Where such competition 
exists It pe ble to ignore the profit motive National Cargo Bureau, which 
offers its sery on a voluntary basis and not for profitmaking purposes, limits 

ell pl aruy to surve work wl h has some direct connection with safety 
a 4 


Plea ste that the ship operator does not need to take any inspection from any 


alter this situation. As to 


I 
te 
j 
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bulk grain, it is true that the ship operator must now obtain a letter of clearance, 
following a Government inspection unless he has an equivalent to a letter of clear- 
ance. National Cargo Bureau certificate is an ‘‘equivalent’”’ for reasons set forth 
in NCB’s supplemental statement to your subcommittee. 

There are indications that approximately 5 ships a week have been loading 
partial or substantial cargoes of bulk grain at. Pacific coast ports, 
Seattle and Portland were the bulk grain ports. The opening of 





rior to 1951, 
he grain ter- 


minal at San Francisco in 1951 has added that port to the list (and now about 80 


percent of the grain shipped from San Francisco is in bulk). Bulk grain is not 
shipped from Los Angeles-Long Beach harbors. Hence, only the private survey- 
ors in the Pacific Northwest and only reeentlv those at San Francisco have had an 
interest in bulk grain cargoes. However, the Pacific coast predecessor of National 


Cargo Bureau (The Board of Marine Underwriters of San Francisco) already 
handled a very substantial portion of all the bulk grain cargoes at Pacific coast 
ports and followed the former grain rules of the Board of Underwriters of New 
York. 

In conclusion, the proposed amendment would appear to nullify the fine pur- 
poses of section 4 as drawn. If the Government must endeavor to qualify some 
of the Pacifie coast private surveyors, the Coast Guard would be forced to increase 
its present personnel for purposes of qualifying and supervising the surveyors and 
consider applicants on all coasts. Only through such a procedure could the Coast 
Guard be satisfied as to the proper discharge of its responsibilities. The Coast 
Guard could as well establish its own inspection service on the Pacifie coast It 
would appear to be the wish of the shipping and insurance industries, as well as 








of the Coast Guard, that the discharge of these responsibilities be accomplished 
at no cost to the Government through a nonprofit, nationwide, impartial cargo 
bureau which has the highest professional capacity available in its limited field of 
operation. 
eincerely yours, 
Cart E. McDowe tt, 
Executive Vice President. 





NATIONAL Carco Bureau, INc., 
New York 88, N. Y., April 7, 1964. 
Re S. 602 
Mr. DonaLp W. WEssTER, Esq., 
Counsel. Water 7 ans portation S thcommittee, 
Senate Interstate and Fore qn Commerce Con mittee, 
Room 18-a, Senate O filce Build ng, Washington 25, D. C. 

DEAR Mr. WessteErR: The National Cargo Bureau is forwarding with this letter 
25 copies of a memorandum by the bureau in connection with 5. 602. One copy 
is marked “‘original.’? The consideration of this memorandum by your com- 
mittee will be appreciated. 

Copies of the memorandum are being furnished to interested parties. 

Sincerely yours, 
Cart E. McDoweEtt, 
Executive Vice President. 


MEMORANDUM SUBMITTED BY NATIONAL CarGo BuREAU IN CONNECTION WITH 
S. 602 


APRIL 6, 1954. 


To the Subcommittee on Water Transportation, Senate Committee on Interstate and 
Foreiqn Commerce: 

Proper stowage of cargo aboard ship is vital to the safety at sea of the personnel, 
the ship, and the cargo. Unsecured bulk grain cargo may result in shifting of 
the cargo and cause a vessel to lose her stability, and perhaps result in her cap- 
sizing. The illustration on the next page shows a grain ship that nearly did 
capsize when the cargo shifted due to the absence of shifting boards 

Governments have become increasingly concerned with safety of life and prop- 
erty at sea and have progressively brought into effect stronger regulations on ship 
construction, communications equipment, fire-fighting and lifesaving equipment, 
and so forth. Now, because of the seriousness of casualties at sea often resulting 
from improper stowage of hazardous commodities and of bulk grain, and similar 
bulk commodities subject to shifting at sea, stowage of such commodities has 
entered the area of Government regulation. 





MISCELLANEOUS BILLS 








In this nnectior ational Convention for Safety of Life at Sea, 1948, 
ha D ed clear obl n this Grovernment The Government met this 
obligat rough t] ruard who sought the cooperation of the shipping 


and arine rance terest ! reatil the National Cargo Bureau, Ine An 





outsta li exa } of comparabl dustrv-Government cooperation is the 
\ rican Bureau of Shipp If it fails in the ease of National Cargo Bureau, 
the ! alternative for Govert ent to meet its obligations by creating Its own 
burea ipported at Government expense The Governments of Canada, Aus- 
tralia, and t l 1 Kingdo msider stowage of bulk grain so important that 
G irve rs are pert i 4 pect gT fitt and grain 
vac 
| ‘ ~ ¢ (s rrié raver | 
‘ t 1 ( 4 derwr I 4 1 
G I 1 adn 1 
i Na rl Burea ( i 
i s a 
| | i re 1 Cargoe 
) [ i CVE 1 ay 
( | a ( i 
1 \ i 1 1 
{; 194 
1 ; uf 
» ( i er Co A I I i ra i l Phe 
( ul ! corda 
) i W nos ta | I 
\I | { ed kk ! s urd 
( i } i \\ or ul 1 or Sue 
. : , A I » | i ( regulations and 
Na il Cargo Burea ( I at a ! rection wl ( 
| i | il i \I T ’ i 1 1 bith ¢ artey;T 
| ( 1 for Board of 
Na C'ar Burea 
( Dang ( Act (U. S. ( 
tf | I ( S | Sea. 1948 
( L 4 rv as earl 








wpa ( lieve d 1 objec I sa it sea on behalf of 
l 1 { (a 1 

| e ¢ lent that the private surveyors st have Dstar revenues 
f} other than cargo-loading inspection surveys For the period 1949-52, 
So pr reent of United State exports of dry cargo was sl ipped from 
Atlant and gulf coast ports and 17 percent from Pacific coast ports If we 
take a nimum of 25 private surveyors on the Pacific coast and add the 8 Na 
il Cargo Bureau survevors, there is a total of at least 33 cargo surveyors on 
the Pacit coast On the other hand, N. C. B. has 50 surveyors on the Atlantic 
und gulf coa where there are no private cargo-loadi surveyor Hence, the 
Pacific coast has 40 percent of the cargo surveyors but handles only 17 percent 
ot e Cal Kither the cargo-survey VOrK 18 sprea 1 ver thin over the ‘“more 
than 25” o1 ( proximate ao°6©or tl 15 private surveyors (whatever the 
corre ! ber is), or the minimum nu er of ‘‘more than 25’ is a gross exag- 
geratior a s the claim that their very livelihood is now threatened bv 1 of 
the provisio of Senate bill N 602 Statement by Captain Wetmore, at 

page 47 of the transcript of proceedings, March 23, 1954 
There an unavoidable paralleling of some services offered by National Cargo 
Bureau and a few of the private surveyors on the Pacific coast On the Pacifie 
coa e function of cargo-loading inspection is not handled by a separate group 
of rveyors as is the custom on the Atlantic and gulf coasts In some Pacific 
coast cases, t private surveyors serve in @ capacity comparable to that of a 
port captain who would be on the payroll of the ship operator However, Na- 
I al Cargo Bureau has limited its service for s} p operators It does not handle 
hull surveys as do many private surveyors and the Board of Marine Underwriters 
of San Francisco, nor does it handle the manv other types of survevs which are 
the function of private surveyors (which we believe form t ajor part of their 
a | ire not permitted by ) au’s certificate of 
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The qualifications required of a cargo surveying organization by Government, 
shipping industry, and marine underwriters are that it must be nationwide, non- 
profit and unbiased and have government represented in its direction. Other 
qualifications are that such an organization must provide 

(1) Nationwide uniformity of cargo inspection and of administration of 
surveyors’ activities; 

(2) Nationwide uniformity of self-regulation in cooperation with Govern- 
nent, and 

3) Nationwide uniformity of enforcement of regulations, regardless of 
flag of vessel. 

Compliance with all regulations by shipowners is mandatory, but the taking 
of any cargo-loading inspection is voluntary. In this connection, if the ship 
operator takes inspections, he has the option of choosing the National Cargo 
Bureau or a private surveyor to make the inspection including grain cargoes. 
Senate bill 602 will not alter this situation, because the private surveyor is as 
eligible as NCB to make the surveys, as long as he arranges for the ship operator 
or his agent to obtain a Coast Guard certificate in the case of bulk grain. 

The Coast Guard has a direct voice in the affairs of NCB and directly 
influences its policies and standards of performance; hence, an NCB grain 
certificate is prima facie equivalent to a Coast Guard certificate. On the other 
hand, the Coast Guard is not associated with each private surveyor and does not 
influence his fees nor his profits nor his standards of performance—except in the 
case of standards on grain cargoes for which the private surveyor can arrange, 
on behalf of the ship operator, to have a Coast Guard inspection made. 

National Cargo Bureau agreed to make itself available to serve industry and 
Government It is doing the best job it can and will continue to do so. Indivi- 
dual ship operators and underwriters on all three coasts will contine to serve 
voluntarily and without compensation to direct the bureau’s policies and opera- 
tions because they believe NCB serves a very useful purpose 

National Cargo Bureau urges the passage of 8. 602 without amendment in 
order to preserve in full force the highly desirable purposes of the Government 


and r NCB 


Istry in creatin 


> ? i , ++ 
Respectfully submitted, 


NATIONAL Carco Bureau, Ine 
By Cari Ek. McDOWELL 


NATIONAL CARGO I AU, 
New York, N. Y., May 29, 1958. 
Re Senate bill 602 
CHAIRMAN, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington Se 

DeAR Srr: The National Cargo Bureau wishes to advise you of its support of 
Senate bill 602, which is legislation essential to the interests of public safety and 
of economy in Government 

The United States has participated for several decades with other nations to 


promote safety at sea. In fact, the Congress initiated such collaboration follow- 
ing the sinking of the Titanic. The most recent major step in this direction was 
taken in 1948 at the conference leading to the revised International Convention 
for Safety of Life at Sea At all of these meetings certain rules and procedures 


have been adopted pertaining to safety of ships, cargoes, and maritime personnel. 
At the latest conference, rules affecting stowage of cargo were adopted 

By proclamation dated September 19, 1952, the President proclaimed that the 
above-mentioned convention would come into force and effect on November 19, 
1952, and should be observed and fulfilled by this country and its citizens In the 
United States the Coast Guard is charged with the administration of laws and 
with the promulgation and enforcement of regulations for the promotion of safety 
of life and property on the high seas. In this connection, the Coast Guard 
administers the Dangerous Cargo Act (R. 8. 4472, as amended; 46 U. 8. C. 170 

National Cargo Bureau, a nonprofit, nationwide organization, was formed to 
assist the Coast Guard after the most careful exploratory study by a joint com- 
mittee of ship operators, marine underwriters, and Government representatives. 
It commenced operations on the date that the International Convention for Safety 
of Life at Sea become effective, November 19, 1952, for purposes of assisting the 
United States Coast Guard to fulfill Government obligations assumed under the 
aforesaid convention. The National Cargo Bureau, Inc., has been specifically 
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ré nized as an organizatior leemed helpful in administering the provisions of 
the Da erous Cargo Act” (R. S. 4472 as amended; 46 | Ss. ( 170). See the 
Federal Re ter, October 17, 1952, title 46, chapter i. part 146. 


lhe Burea ertificates of idit ire recognized by the Coast Guard as 
DI a fa evid ‘ ompliance th the Dangerous Cargo Act and regulations 

















col ri ra towa See the leral Re ter for October 17, 1952, above 
cited and Federal Register, October 18, 1952, title 46, chapter I, part 144. 
| la . l Cargo Act al referr ito ha been in foree for many years. 
I und fo past ’ re I 1 generally, that grain in 
langer irgo and that fact has been given full recognition by the afore- 
1 I t VI h Impo ( { nator natio! necluding the United 
Stay hut n regard to erait } | hich are in no wise different from the 
jut ! i on the nator itions vith regard to explosives and other 
es that ar Ainmnced langerou S. §02 « titutes congressional recogni- 
‘ . und e puro of + uct is to to the Cx Guard the 
. . Dad 7 r) tr ora } k v ( ere long oO given to 
Coa Guard as to explo and « r inherently dangerous cargoes by 
Re is { 1472 Ss. 602 not a departure from prior procedure t 1s 
| i Dp ntat f R 1 Sta 1472, a supplementation 
‘ ’ but? ar of the faets above tated 
Marit lerwriter organizatior N York and San Francisco had for 
ul ur 1 ( ped on all coast Li primarily public servi function of suggest- 
uf tandards for the vdit and stowage of cargo aboard oceangoing 
unit ( and pro. lin ur ) 1d nspectior After thorough study 
and 1 a 4 e organizati turned over to National Cargo Bureau this 
D i operatior They a turned over t r cargo-surveying personncl 
( ull ist here has been a idied effort by the Bureau not to interfere 
wit tt { pI at in’ vors wl is part of their act vitv, do similar type work. 
How Q.% nternational cor tion above-mentioned requires that govern- 
é' » the convention should be responsible for promulgating and 
( a I i D LIN e stowage ol wzardous goods and 
bull ra The Coast Guard has « ndably wished to avoid creating a 
4 | rted burt ra for pur] rrving out t e responsibilities It 
trar nvited f-1 lation by industry through a nonprofit 
orga i \ govern ! na avo In this connectior National 
Cargo Burea a ich the same status as the American Bureau of Shipping. 
] patent mpracticable for the Coast Guard in either case to recognize indi- 
lual private In rs for the above purpose Hence, the Coast Guard must 
elther train and use Coast Guard persor for the job, or ut'li the services of a 
r 1 national a I Government has a voices 
\ ra ta i passag f S. 602 will be appreciated 
Q vour 
CaRL I McDowekLu, 
Executive Vice President. 
Paciric Coast CONFERENCE, MARINE SuRveEYoORs, IN« 
Sa? } neico, Ca ; ip S 1954. 
Re §S com! ttee on Water Transportation Senate bill No. 602. 


DrAR SENATOR Payne: The Pacific Coast Conference of Marine Survevors has 
received a copy of r letter of April 1, 1954, to Admiral Shepheard in which vou 
request his comments on a possible substitute for section 4 of 8S. 602. We have 


y \ yhra of the ested possible substitute with great interest 
ne it does appear to indicate some recognition ol the position of the private 
We are fearf ywwever, that notwithstanding this recogniation, the net result 
of the pr 1 not change the exclusive preference which the Coast Guard 
na Liread sO nt to e to Nat ul Cargo Burea ne., and which it seeks to 
nA conn! ed clio! t of S. 602 . ~ stitute seetion under considera- 
tion stated that the Secreta of ti LTeasitl ha “give due consideration’’ to 
ut Bi and perso ( rine wd Wi ng to pe rf rm the survey work in 

q here is a substantial chance tha | i f tl language t!} 
( ist ( rd i take the pos i ulter ¢ Ing lue consideration to 





a 





en 
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the position of the private survevor it nevertheless concludes that the cargo 
survey work which is involved should be handled solely by National Cargo 
Bureau, Inc., for the verv same reason that it has advanced in support of section 
4 before this committee: that the private surveyor, notwithstanding his qualifica- 
tions would be subject to “economic pressure”’ from the operators to relax 
requirements whereas National Cargo Bureau, Ine., would not 

It is, of course, necessary that the Coast Guard have some discretion with 
respect to this matter, but we believe that this discretion should not inelude ar 
right or power to discriminate by favoring one qualified organization to the ex- 
clusion of others. The words ‘‘give due consideration’? might be construed to 
include such a power to discriminate and it is doubtful that such discrimination 
could be successfully questioned through the Administrative Procedures Act or 





otherwise See U. S. v. Interstate Commerce Comm on (Court of Appeals, 
District of Columbia) 88 Fed. (2d) 780 in which the court construes ‘‘give due 
consideration.”’ 

In any event, however, it would be desirable to have this matter clarified by 
Congress rather than to leave it to the courts in possible future litigation We 
therefore suggest that in the suggested substitute for section 4 the last clause be 
modified to provide against anv preferences so that it will read as follows: 

ee * the Secretary of the Treasurv shall give d consid 


eration and 
equal opportunity to all organizations and persons qualified and willing to per- 
form such work.’’ 





As previously indicated to the committee it is our belief that if the Coast 
Guard, in the administration of such a provision, believes that it is necessarv to 
consider and pass upon the qualifications of individual surveyors, this could be 
readily provided for through some type of licensing In this connection we eall 
the committee’s attention to section 226 of United States Code, title 46 which 
provides for the licensing of masters of vessels. This section could be readily 


adapted to licensing of marine surveyors who desire to carry on their work with 
respect to cargoes over which the Coast Guard maintains jurisdiction by the addi- 
tion of the following provision to section 4 

“Tor this purpose the Secretary of the Treasury, under such rules and regula- 
tions as he may prescribe, may issue licenses to persons qualified to perform such 
work on the following basis Whenever any person applies for suen a license, the 
Secretary of the Treasury, or his authorized representative, shall 


d shall carefully examine the applicant as well as the 
} 


ke diligent 








inquiry as to his character 


Is Capacity, 


proofs which he presents in support of his claim and if satisfied that 





experience, habits of life and character are such as warrant the belief tnat he can 
he safelv entrusted with the duties and responsibilities of the work for which he 
makes application, he shall be granted a license authorizing him to discharge such 


duties for a term of 5 vears; but such license shall be suspended or revoked upon 
satisfactory proof of bad conduct, intemperate habits, incapacity, inattention to 
his duties or the willful violation of any regulation or provision of law applicable 
to his work.”’ 

If the committee is inchned to recommend the suggested revised form of sec- 
tion 4 without further clarification in the statute itself as to the meaning of the 
words “‘give due consideration,’ we request that some explanation of the intended 


meaning of these words be included in the committee’s report so that it will be 





clear therefrom whether or not it is intended that the Coast Guara shall have 
authority to prefer one group to the exelusion of others. 
We respectfully request that this letter be made a part of the record of the 
committee hearing 
Very truly yours 
Pactric Coast CONFERENCE OF MARINE SURVEYORS, 
By Davin L. Dunuwap, Counse 





SuPPLEMENTAL STATEMENT OF Pactric Coast CONFERENCE OF MARINE SURVEY- 
ors FOLLOWING HEARING ON SENATE Britt No. 602 


To the Senate Committee on Interstate and Foreign Comme e, Subcom? fee on 
Water Transportation 


Wi shall endeavor not to burd n this supplemental statement with a repetition 
of the material already covered in our oral and written statements to the com- 


mittee 
1. Our principal purpose will be to answer statements made by Mr. McDowell, 
executive vice pre ident of National Cargo Bureau, Inc., in his testimony before 
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the committec First, however, we desire to call the attention of the committee 
to one particular phase of Admiral Shepheard’s testimony Admiral Shepheard 
states that one of the Coast Guard’s grounds for its opposition to licensing is that: 














‘It would be a most difficult thing to police on our part We can police what 
the National Cargo Bureau is doing because they have a centralized agency * * *” 
p a 
This, we submit, is the real explanation of the Coast Guard’s opposition to 
licensing and to fair and equal treatm«e for all qualified surveyors. Obviously, 
it would be far more simple for the Coast Guard to have the grain loading functions 
confined the hands of a single association such as National Cargo Bureau, Inc., 
so that Coast Guard policing could be limited to periodical checks at the top level 
through the New York office of that concern But simplicity in Government 
administration is certainly not a justification for Government favoritism to one 
private concern to the exclusion of others with the impetus toward monopoly 
which such favoritism provides. If Congress were to sanction any such attitude 
we would on become a country of monopolies The mere fact that a private 
busing must be regulated or policed does not mean that that isiness must be 
concentrated in the hands of a single organization so that it w be easier for the 
Government to do the policing If private enterprise, as we know it, Is to con- 
inue. Gove! ent regulation must be on the basis of equal opportunity for all 
who are alified and not merely on the basis of expediency in Government 
adi trat I ( lear tt icensil f qualified, independent survevors is the 
Ans Wi the present « 
2 MT) MeD« I HC ined us Of presenting a listorted and beclouded 
ersion oO ( tua I oO t ( e¢ We ow oO ourselves the 
ee e set the record straight th respect to thes ers 
piace, e respectiu request @ careful ana sis of Mr. M owells own t timony. 
A lth h |} akes broad charges about distortions, en he gets down to stating 
icLual facts, his broad charge DOM a \ to little more than a quibble over words. 
rr ¢ i I MeDowell a rts it our state! t it National Cargo 
is ta ” the a f a parti ir private surveyor is a 
I wrtior pecau rhe tat one of the accounts subsequently went 
anvway, and because the other account a not ta n’’ by 
a Cargo Burea [ne I i t iro the ship operator 
| Where National Car irea I ls itself out to perform the 
same cart _ services as tl private irveyor, and when the shipowner, 
i f itisfied itl ( s recei i@ ! te surveyor, 


that account 
ttee to the 








iteme eretofore filed with tl ommittee, of Capt. Robert Owen, who was 

a established Los Angeles survevor W also refer the co! nittee to the state- 

ents of Captains J. A. Jacobsen, G. E. Lapsley, I. N. Hansen, and John Hayes 

h have been previously filed with the committee The following is a partial 

f the ipping lines whose a ints have been lost by the private surveyors 

to National Cargo Bureau, I at one or ore Pacific ports: Mitsui Line, 

N. Y¥. Kk. Line, Maersk Line, Orion Steamship Co., American President Lines 

ra and other bulk loadings , American alian Steatr ship ¢ oO Luckenbach 
Stea hip Co., Johnson Line rai fic Far East Line. 


\ieDowell savs time and 





ag National Cargo Bureau, Inc., “has 
t sol ted business pp 106, 112). He does not deny, however, that National 








Cargo Bureau, Inc., is willing to accept any and all cargo survey business which 
comes its Wal so that whether or not there is active solicitation is not the vital 

i With the favoritism which National Cargo Bureau, Inc., has received from 

Coast Guard and the Maritime Administration, with National Cargo Bureau’s 
I m for flexibility of regulations and with its membership of representatives 
of the i ional Cargo Bureau has enough competitive advan- 
ta ( ut it to solicit actively \s a matter of fact, however, 
notwithstanding Mr. McDowell’s assertions, National Cargo Bureau has engaged 

active solicitation In San Francisco, for instance, Captain Kane, its chief 
Pacific coast surveyor, called on all or a great majority of the ship operators. 


Phe persons called upon included Mr. Ed. Senter, who was marine superintendent 


for Grace Lines, Colonel Briggs, of the Army board of embarkation, and many 


an understandable reluctance on the part of operators who 
to disclose the extent of Captain Kane’s solicitation, but we 
d by the two mentioned above that Captain Kane, when he 
, Stated in substance that he represented National Cargo Bureau, 








nie 


at ATR 


| 
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Inc.; that this organization, working with or sponsored by the Coast Guard, had 
the inside track on cargo survey work; and Captain Kane indicated that the 
operators would be well advised to give National Cargo Bureau, Inc., their 
business. Captain Kane, when questioned by a private surveyor with respect 
to these intervie WS, stated that he was just renewlng old friendships; but some 
of the people on whom Captain Kane called had never met the gentleman before 

1. Mr. McDowell states that in the protest we distorted the facts when we 
stated that National Cargo Bureau, Inec., had “expanded” its staff of surveyors 
on the Pacific coast (p. 111). This committee should know if there is any mis- 
leading here, it is by MeDowell. We refer first to a statement made by Joseph 
Cerina, secretary of National Cargo Bureau, Inc., in a letter of July 14, 1953, to 
Congressman Allen 

“It might be of interest to mention that the NCB has in its employ on the 
Pacific coast 8 survevors, 4 of whom were cargo survevors, prior to the formation 
of the NCB and the other 4 former members of the Pacific coast shipping industry.’ 

Although Mr. McDowell asserts that our use of the word “expanded” is mis- 
leading, it may be noted from a careful study of his testimony that he does not 
specifically deny the expansion. He states, however, that National Cargo 
Bureau, Ine., now has 8 surveyors on the Pacific coast, as compared with 9 who 
were employed by its predecessor, the San Francisco Board of Marine Under- 
writers If this statement is intended to convey to this committee the impression 
that National Cargo Bureau has not expanded from the San Francisco board, 
then it is itself a misleading distortion if there ever was one The eight sur- 
veyors employed by National Cargo Bureau, Inc., are engaged practically full 
time in cargo survey work (except to the extent of the administrative and other 


functions of their deputy chief surveyor On the other hand, the nine formerly 
employed by the San Francisco board devoted a large portion of their time to 
survey work other than cargo survey work. In addition to cargo survey work, 


the San Francisco board surveyors undertook a variety of marine survey business, 
including yacht surveys, surveys of pier damage, fishing boats, etc. 

Mr. MeDowell’s own statement demonstrates that cargo surveving work was 
only a portion of the work of the San Francisco board survevors He states that 
National Cargo Bureau employed one of the board surveyors at Seattle; that the 


board prele rred to Keep the “other men’”’ p 111 The other surveyor were 
kept to carry on other types of survey work which the board conducted and still 
conducts The same thing, according to Mr. MeDowell’s statement, occurred it 
San Francisco National Cargo Bureau, Inc., took one of the board survevors 


and the board ke pt the others for its other work 
Also, the board had no cargo survevor at all in Los Angeles, and National Cargo 
Bureau, Inc., now has one who is obviously doing work formerly handled by 


private surveyors (p 111 It is interesting to note in this connection that Os 
Angeles ships practically no grain, so that the work of this surveyor is in othe 
ficlds of cargo work It should also be noted that Mr. Me Dowell, in his statement, 


specifically refers to “‘“expansion of some of our activities in Los Angeles Harbor” 
p. 116), and that the National Cargo Bureau business in Los Angeles has ex 
panded to the point where a single surveyor cannot handle it all and National 
Cargo Bureau, Inc., has requested assistance on a part-time basis from at least 
one private surveyor (p. 116 

Thus, National Cargo Bureau, Ine., has in fact expal ded substantially bevond 


the cargo survey work of the San Francisco board The eargo survey work of 
the San Francisco board did not utilize more than half of the time of its staff of 
surveyors Hence, with the number of National Cargo Bureau surveyors de 


voting full time to cargo survey work, being approximately the same as the total 
number of survevors of the San Francisco board who did not devete more than 
half time to this work, it is clear that National Cargo Bureau, Inc., on the Pacifie 
argo survey business of its predecessor 


1 In response to one of the committe ’s questions Mr. MeDowell stated that 
passage of the proposed bill would not result in any enlargement of the staff of 


coast has approximately doubled the e 





National Cargo Bureau, Ine His basis for this statement should be called to 
the committee’s attentior National Cargo Bureau has already enlarged its 
staff as set forth above and has already taken over all or most of the grain loading 
survev work pursuant to the regulations and directives which the Coast Guard 
has issued eve without the congressional approval which Senate bill 602 
in its present form would provide for. For these reasons it is fairly apparent the 
passage of the proposed bill would not require any further enlargement If 
interesting 1 this connection, however, to note Mr MeDowell’s precise answel! 


to the committee’s questior It 


Was 











. ‘ } ( ) Bureau Ine., 

Soo or the private 
nber of marine 

ray » this 


National 
i mitte t i S 
Na ( ) 
{ Sta er ure 
. : 
Dow cere approach to this committee 


f I rts O life is an open book, Mr. 
ant ist as e private irveyors may” 

Nii [eDowell in San Francise the private 
certa Internal reports and records of 

$ juest was made because certain 


which indicated that such records 
c tentions of National Cargo Bureau, Inc. 
al Cargo Bureau, Ine. Of 
as a private concern, had a perfect right to 
r, particularly ae ympetitor. We merely 
| ‘ll is not wholly sincere when he 


an open book” and that the private 





+} 


he statement in our protest that he, 
correct abuses and 
functions and purposes of National Cargo 


it e did refuse, but takes exception on the 
are any abuse ; We submit that 

ray w he he makes any statement such as 
ve his assurance that National Cargo 

its ties with its ship-operator members to 


ndled by private s irveyors. Mr. MeDowell 


libbles about this on the ground 


icit anyway, he does not deny that it isa 


ee ee 

















9, Mr: McDowell states that he is convinced that with ti 
e Worked ou with further damage ) e private sul 
goodwill 114 This s} of goodwill as exhibited by National Cargo Bureau, 
Inc., requires some examinatior \s an example of this goodwill, Mr. Me Dowell 
refers to discu ns with private surveyors on the Pacific coast in an asserted 
effort to work out some solution to the difficulties. Mr. MeDowell then seeks 
t mplv that Captain Wet re, by fa to tra it certain information broke 
ip negotiation 107 The negotiations on the Pacific coast were in the latter 
part of July 1953 and Mr. MeDowell refers to a letter which he wrote to Cor - 
mat A lhe Inder ite of August 10, 1953 This letter mention ithe nego ions 
and mentioned the fact that certain information was expected from Captain 
Wot re and th ent on to state 
In t untime the irectors of National Cargo Bureau met on A ist 6 


After reviewing the 10-point proposal and hearing a report by Mr. MeDo ell 

















on his discussion with Captain Wetmore, it was the sense of tl ( ‘ at 
there does not exist an area of agreement between Captain Wetmore’s group and 
Na il Car Bureau.” 

Certa | ( ptain Wetmore’s failure o transmit the 1 1¢ ed information 
durit e wee} r so elapsing between the la part f Jul ind August 6 could 
not have he reason for this termination of negotia ! v National Cargo 
Burea ] Prior ) et of ut letter a further meet in San Frat Oo 

elie | t ( Captall Wetmor und 4 ( na Allen ith 

\I la S. Penni ) who at that I as a&a West coast pokesman tor 

il Cargo Burea ri L pon ‘receipt e advit et forth in the letter 

howeve Mrs PF ingto idvised Captai Wetmore t e me is 

( ul ( \ Ol he pvt I 1 Nat ri A il pure ul Ine 
it Vv ( ) pursue Captain W I l tio! i fur I 

10 Mr. MeDowe OK to state tha i! th il i! ft good 

ai ( t of certain expansi of Nation Ca o Burea S activits 

the Li \ el Harbor, National Cargo B 41u Ap i i Capta Lap \ 
i rve I os Ange : i ( ed tl re indertake work 
for Na al Cargo bureau on a pa { ( i Tect his spl of 

0O vas i I eda | i offer ) ( tal | | »b do 
pe for the ime compan! re id for riy 1 as a privat - 
evo! 1 | it be « ssedqd a L spirit of gooawl countries which d ot 
rec ( e vital importance of private enterp! } certainly not in America 
Suppose ft it a chair ore thro h various < npet 1ivantages, 1s e to 
SE( ! ( tome! oft a earner erocel | s not aved fror possible « 
ot 1 O} by the fact it it mavy offer tl rrocer \ » had bee | out of 

ne 1j0Ob in one of tore Captain Lapsley has written us as follows about 

tI ‘ 1¢ 

yptain Rasmusse1 Los Angeles rveyor for tional 

me about the seeond week it January 1954 (Captain 

p Captain Rasmusse1 hould he need any assistance, 

work he was getting This was on top of the National 

NYK account from me on January 1, 1954. | declined 

Kane stated, he expected I would, under the cireum- 

hat with the measuring vacant space and also the dis- 

rveys in addition to the loading survey was more than 


Kenkoku Maru ineident related by Captain Wetmore, 
at Wetmore had been advised by him more than once 
t National Cargo Bureau, Ine. on the problems which 


| presented, apparently without charge (p. 109). This, 
in Wetmore He has never been so advised before this. 
Also, it may be noted that it presents a very odd situation in Government admin- 


istration for Captain Wetmore, with a lieutenant commander of the Coast Gus 





at his side, to have to call in a private concern in order to find out how the reg 


tions of the Coa Guard sho d be appli 1 

Before leaving the subject of the Kenkoku Maru we cdesire to note Admiral 
Shepheard’s cryptic statement at the conclusion of the hearing that tl Sar 
Irancisco Office of the Coast Guard ‘‘made an honest mistake” (p. 119 But 


whether the Coast Guard’s mistake was honest or otherwise, the private surveyor 


11 My McDowell refers to his paper presented to the Pre peller Club in Los 
Angeles in October 1952 in wt f 
National Cargo Bureau to overlap or conflict with existing private or Govern- 


uch he stated that it was not the intention of 








124 


ment agence 


Le He says that it is a distortion to contend that. this was intended to 


refer to the Driva 
effect. that I me 


with the business 





e marine surveyor (p. 114 In other words, he now states in 
ver promised that National Cargo Bureau would not interfere 
of the private marine surveyor; when I gave my paper to the 











Propeller Club I was ret ing to other types of private agencies.” Mr. 
McDowell's protestatior he made no promise against interference are 
exceedingly interesting ive great difficulty re i them, however, 
with } protestations that he had not interfered If there has been no sub- 
stantia erference, then why does Mr. McDowell go to such pains to point 
out that he er made any promises that there would not be? 
Mr. MeD | was asked whether or not he took exception to the argument. of 
t ne private rvevor that the Coast CGuard preferences gave National Cargo 
Bureau a competitive advantage in other cargo-survey work It is significant 
to note that he failed to answer this question (p. 119 His statement in asserted 
respo to the question was merely a repetition of his general charges of distor- 
tions, et Here again Admiral Shepheard was a great deal more frank. In 
response to the iestion of whether or not official] recognition with respect to grain 
es National Cargo Bureau a competitive advantage in other fields, the 
) stated It definitely w« 1 p. 21 
2: rade Mr. MeD ( argument is that National Cargo Bureau 
or t licit sine ve hay lem¢ rated that it does); that it is really just 
i! I 1] hprotner to I pri at irveyvor aAnx1iou to live and let ive But 
National Cargo Bureau accepts, as it has, accounts formerly handled with 
omplete confidence by the privat irveyvor, it becomes clear that the private 
rve rl t just as well trv to e with an octopus, friendly or otherwise 
vid ) to met ranqdul \ ure ransmitting to the committee as 
! mental material factual statements of additional incidents in which the 
Coast G 1 of encoura r the use of National Cargo Bureau, Inc. has 
re ( the private su O! ) ( hi account 
Copies of tl atement and of the additional material have been transmitted 
Na ul Ca »B ’ a to the Cx Guard We have not received 
I e Coast ird or from Nati il Cargo Bureau, Inc. anv of the supple- 
! i at ul wi ul rnishing to the committee and this statement 
Loe t purport to be a reply to any such supplemental material If this sup- 
plemental erial 1 es anv question in the mind of the committee as to the 
. i he ha ~ e calle 0 our attentior 
) Ap 2, 1954 
Pactric Co CONFERENCE OF MARINE SURVEYORS, 
B R. H. Wi O} Sy ' 


Re Senate bill No 
Mr. DonaLtp D 


ric Coast CONFERENCE MARINE Surveyors, INc., 
San Francisco, Calif.. April 9, 1954 
602 


WERSTER, 


S pe Counse Nubcomn ee on Water Transportation, 





e on Interstate and Foreiqn Commerce. 
United States Senate, Washington, D. C. 
reR: We are enclosing herewith, for such consideration as the 
e fit to give it, a eopy of a letter of August 24, 1953, received 
cargo surveyor in Seattle of 24 years’ experience. This letter 


describes another example of the manner in which the Coast Guard has encouraged 
ise of Nati o | au, Ine., by refusing to approve loadings handled by 
the private sult hough the Coast Guard recognized that such loadings 
would be appr National Cargo Bureau, Inc., and was perfectly willing 
1 ea the ship and let Nati Cargo Bureau, Inec.. do this 

Wi egre it time has not permitted the assembling of complete data with 
respet O other instances, If possible, we request that the enclosed letter be 

i il { the record 

Paciric Coast CoNFEREN OF MARINE SURVEYORS, 


ERK 
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Re Perry & ASSOCIATES, 
Seattle 7, Wash., August 24, 1958. 


‘ ‘] 
Re Surveving steamship Mount Athos 


Paciric Coast CONFERENCE OF MARINE SURVEYORS, 
Care of Pillsbury & Martiqnoni, 





She IB ling, San Francisco 4, ¢ 
\t { Mr. R. H. Wetmore retar 

it l { e recent ene I had w } wma i t OVE imed 
vessel for a f oad of bulk wheat would be of int ind possible use 

I i ered Norpac Shipping ¢ Ine., of Portland, Oreg., to attend the 
ADOV immed vess it th port elevator lacoma, Was v 30, 1953, for the 
purpose of surveving and super\ ! the gin \ | ng a ‘‘read ss to 
load”’ and ‘‘pr inar certifiea ind further t« irvey ssel durir loading 

| lng @ final certificate 

lhe vessel was boarded and surveved for cleanliness and suitabilitv to load by 
he undersigned, and lining was discussed with Rothschild-International Steves 
doring Co. representative, Ray Jordeson, and all was in order Che lining com 

‘ I he Pacifie Northwe \ ive b l y ( bands it eu of 

shores on the ee erline | Khead yoich has been effec 2 r 3 vears now, and 
has met wit! e Board’s approval as well as the Na il Cargo Bureau’s hese 
were to be used i lieu of shoring or wire stavs 

TI | 1 States Coast Guard at Seattle learned the National Cargo Bureau 
Was not surveying the vessel Thev sent over one of their inspectors, who staved 
on the vessel and watched all the lining which was to be co pleted about > p.m, 
July rl. L953 On the mid morning ot J ily 1, the Inspector, Brow! informed 


all concerned he would not pass the metal bands—all other work was satisfactory 
except these bands. He further definitely stated if we called in the National Cargo 
Bureau survevor he would withdraw and return to Seattle and they would un- 
doubt dly pass the bands. 

The undersigned contacted Captain Jones, the captain of the port of Seattle, 
and questioned him concerning this problem. He stated if I could prove the 
bands had the same breaking strength as wire of 3-inch circumference he would 
have his inspector approve them. 

Knowing this could not be proven, the undersigned questioned Captain Jones 
regarding the passing of these bands for the last 2 or 3 years by both the Board of 
Marine Underwriters surveyors, and later by the National Cargo Bureau sur- 
veyors. I was informed if we would call in the latter surveyor, he would un- 
doubtedly pass them. 

I questioned Captain Jones then to be sure that his inspector wouldn’t pass 
them, but that they would accept the certificate of the National Cargo Bureau 
if issued with these same bands in place. 1 was informed that was the way it was. 

In view of the fact that the vessel was now lined and ready to go on hire, I 
recommended to my people in Portland that they call in the National Cargo 


Bureau so the vessel would not be delayed and someone embarrassed. This was 
done, and at 2:15 p. m. July 31, 1953, I arrived on board the Mount Athos and 
questioned Commander Brown again regarding the bands He still insisted they 
would not pass I then stated the National Cargo Bureau surveyor Was ordered 
in He telephoned his office in Seattle and was told he was relieved of any further 


surveving on this vessel. 

At 3:15 p. m., Mr. Brady of the National Cargo Bureau arrived on board and 
looked through all holds in 45 minutes and passed them for loading bulk grain 
We then both issued certificates of readiness to load at 4 p. m., July 31, 1953 
Vessel loaded her cargo, 10,075 long tons, and the National Cargo and myself 
issued final certificates of loading 

Through the whole proceedil gs, one found the Coast Guard forcing the operator 
to employ the National Cargo Bureau surveyor, and they were quite frank about it 
But quoting from their own Rules and Regulations for Bulk Grain Cargo, Coast 
Guard 266, dated February 13, 1953, page 2, paragraph 144, 10-25 

“Certificates of loading of the National Cargo Bureau, Inc., may be accepted 
as prima facie evidence of compliance with the requirements on this chapter.”’ 

There surely is something wrong with this arrangement when the Coast Guard 
refuses to pass bands and | hour later they are passed by a person who hadn't 
started to sea or knew much about it when the undersigned was carrving bulk 
wheat out of New Orleans and Pacific coast ports as mate and master of vessels. 

Further, apart from the above, the same National Cargo Bureau surveyors have 
surveyed other vessels who had been my clients, and have passed loose grain in 
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